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Cooking rice used to be a long, tricky, 
complicated chore. And unless the cook 
was an expert, the results were likely 
to be disappointing. 

Then General Foods brought out 
**Minute Rice.” 


And, today, even an amateur can 
dish up a bowl of perfectly cooked 
rice fast enough to make a Chef’s— 
or a housewife’s—eyes pop. 

In the past 22 years, General Foods 
has developed many products that to- 





Enough to make a Chef’s eyes pop 


day are family favorites in America’s 
kitchens. 


For General Foods believes that a 
constant effort to produce new prod- 
ucts, and to improve existing ones, is 
part of its responsibility to consumers 
everywhere. 


General Foods’ position in the in- 
dustry—and its record of earnings 
over the years—are perhaps the best 
measurements of how this responsi- 
bility is being met. 


GENERAL FOODS 


Whose family of famous brands includes Post’s Cereals and Birds Eye Frosted Foods 
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FIT! 


She was wavering, and the sales- 
man knew it. She really wore a 
four and a half, but four was all 
he had. The pump was smart all 
right — but he wasn’t. Because it 
took him just two minutes of fast 
talk about after they’re broken in” 
to close the sale—and to send away 
a lady who wouldn't come back! 

We think that’s bad business — 
in any business! Because continued 
success always depends on satisfied 
customers — people who want to 
come back again and again. 

That’s why your interests as an 
investor come H rst at Merrill Lynch 
. .. why superior service is always 
more important to us than im- 
mediate sales. 

Most times of course, you wil 
probably find exactly what you 
want. There’s an extremely wide 
variety of stocks we can help you 
select from. 

But if our Research Department 
thinks the securities you already 
own are the best you can buy for 
your purposes, they'll say so! 

And if you ask about a security 
we don’t think you should buy, 
we'll tell you that, too. 

And if you want to invest, but 
really can’t afford even moderate 
risks to your capital, we hope 
we'll be the first to point that out. 
We think we will be. 

Of course, you can still walk 
out with a size four stock when 
you really need a four and a half 
— but it won’t be because we 
didn’t tell you. We do want you 
to come back. 


Department SF-63 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 98 Cities 





497 





jy € 


THERE are now fifty-eight per cent more Bell tele- 
phones than in 1945. 12,500,000 have been added 
in the last five years. Billions of dollars have been 
spent for new telephone equipment of every kind. 
There are nearly 150,000 more Bell System employees. 


Your telephone—every telephone—is a bigger 
package of value because there have been great 
gains in the reach of the service as well as in quality 
and quantity. 


Operator Toll Dialing —which enables the Long 
Distance operator to dial direct to telephones in 


Big Strides Forward 





distant cities —already means faster, better service 
on thousands of calls every day. In certain areas, cus- 
tomers themselves dial calls to nearby places. 


Bell System networks, designed to carry Tele- 
vision as well as Long Distance, have been extended 
this year. 

All of this growth and the size of the Bell System 
are proving of particular value right now. One reason 
this country can outproduce any other is because 
it has the most and the best telephone service in 
the world. 


BELL TELEPHONE SYSTEM 
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PROFITEERING AND PRICES... The parlous inflation- 
ary trends now appearing in every direction reveal 
that human nature at its worst is bent on capitalizing 
the military emergency for immediate profit gains. 
While admittedly and most fortunately, such motiva- 
tions are not the general rule, their scope is sufficiently 
wide to endanger the ultimate success of the vast new 
program on which the nation has embarked. Hopes 
that voluntary restraints will prove a curative, or that 
natural laws of supply and demand soon will solve the 
dilemma, are visionary. 

It is of course a fundamental of Free Enterprise 
to get while the getting is good, but when our young 
soldiers are offering everything they cherish to pre- 
serve our pattern of living and the nation is striving 
to avoid the financial abyss into which the Reds would 
thrust us, it seems little short of criminal to stretch 
profit margins to the limit. 

The great array of housewives who have been over- 
stocking their closets with nylons and sugar, or rush- 
ing to buy carpets and refrigerators at any price, can 
probably be pardoned for recalling shortages in the 
recent war years. As guardians of family welfare in 
their special sphere, and ill in- 


AZINE OF WALL 


E. A. Krauss, Managing Editor 





STREET 


ARTHUR G. GAINES, Associate Editor 


ete 
~~: Securities + 
~ s P fs Ces 4g aes 
Foreign Affairs / -) Politics 


~- Industry 
Business 


The Trend of Events 


ever, it’s hard to assemble any valid excuses for either 
hoarding materials in excess of immediate needs or 
to withdraw finished goods from the market in antici- 
pation that by waiting, higher prices can be squeezed 
out of the public. Such ill-advised policies as these 
only serve the purposes of black marketeers and 
middlemen in a position to reap unconscionable profits 
within a very short period. For a while, manufactur- 
ers may at least stabilize their normal profit margins 
by over-accumulation of inventories, but under cur- 
rent conditions their action would lend just another 
fillip to an inflationary spiral that could land them 
and all other business firms in serious trouble. 

Of still more grievous portent is the current trend 
to advance prices for any number of raw materials 
and manufactured goods. It is all very well for man- 
agements to point to rising wage and materials costs 
in attempting to validate their higher price tags, but 
evidence is accumulating that these claims often are 
rather specious. As an example, take the seemingly 
modest rise of one cent a pack for certain cigarettes 
at retail, primed by a boost to $8 per thousand at 
wholesale. Although tobacco manufacturers have 
record stocks of tobacco in 





formed on economics or the 


storage and average their costs, 





Status of supply, these zealots 
deserve more pity than cen- 
sure. Furthermore, reports 
that hoarding at the family 
level is subsiding indicate that 
common sense is getting the 
upper hand and inflationary 
forces generated in the home 
are losing vigor rather rapidly. 

On the business front, how- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








a temporary advance in raw 
tobacco prices that could not 
appreciably affect the over-all 
average is attributable to the 
boost in price for these ciga- 
rettes. To show how such a step 
can snowball, several other to- 
bacco manufacturers are now 
considering taking similar ac- 
tion, with the result that retail 
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prices for their leading cigarette brands have already 
risen in anticipation. 

Extend the foregoing price lift to rubber, steel 
products, building supplies, woolens, television sets 
and a long list of other consumer goods, especially fol- 
lowing a six months’ period in which profit margins 
and net earnings have expanded on a record scale, and 
the implications are not pleasant to consider. “Busi- 
ness as usual” flags are flying, apparently, alongside 
of Old Glory, hence not only threatening to further 
inflate the cost of sustaining the military program, 
but opening the door to intensified wage demands and 
further depreciation of the dollar. 


TIME TO GET THE EUROPEAN PATIENT OUT OF THE 
WHEEL CHAIR. Anxious to build up the military power 
of the non-communist world as quickly as possible, 
the President last week requested Congress to appro- 
priate an additional $4 billion over and above the $1.2 
billion already authorized for the rearming of the 
North Atlantic Pact countries and of the friendly 
nations in the Middle East and the Far East. Thus, 
counting the $10 billion extra money requested for 
our own rearmament effort, the United States is fac- 
ing an arms budget of nearly $30 billion. This is 
double the rate at which we were rearming before 
the Korean war. 

In addition, we are committed to spend during this 
year nearly $3 billion for the European Recovery Pro- 
gram, and another $1 billion for various other for- 
eign programs and grants. Though these amounts 
appear modest enough when contrasted with the po- 
tential defense outlays, two facts cannot be over- 
stressed: (1) our economic resources are not inex- 
haustible even if we are the wealthiest nation in the 
world, and (2) there is a limit to the amount of debt 
and taxes that we can carry if this country is to 
remain strong by maintaining the dynamic, aggres- 
sive, and efficient industrial organization requiring 
constant ependitures on new plants and equipment. 

Plainly, there is a danger in trying to get too much 
out of our productive system, and under the circum- 
stances almost anything, — foreign aid, farm sub- 
sidies, welfare expenditures — may become what one 
wit recently described as “that grand piano that broke 
the camel’s back.” After spending about $35 billion 
on 23 different foreign aid programs, the much- 
harassed American taxpayer is in his right to ask 
whether it is wise or necessary to continue to nurse 
Western Europe along and to build up her peacetime 
economy when we here are switching back to war- 
time economy and tightening our belts. Isn’t it about 
time for the patient to get out of the wheel chair and 
begin to exercise his limbs? It may well be that he is 
no longer an invalid, but strong enough to give a 
hand in fighting the blaze around him. 

As will be remembered, the object of the Marshall 
Plan was to combat the spread of communism by pro- 
viding the Western Europeans with food and tools 
while they were restoring their tarms and repairing 
old, and putting up new, factories for producing goods 
which would help them to maintain a decent standard 
of living. In economic parlance, we were to “under- 
write Western Europe’s dollar gap in her interna- 
tional payments.” While much remains to be accomp- 
lished in countries such as Germany, Austria, Greece, 
and Italy, a truly astonishing progress has been 


achieved elsewhere. Western European food produc- 
tion is back to normal, overall industrial production 
is nearly one-third larger than before the war, and 
a successful bid is being made by the European ex- 
porters to recover the old overseas markets. The re- 
covery would have been even greater had the welfare 
expenditures been kept down and had the private 
entrepreneur been given a greater freedom. 

As a result of this grand recovery progress, most 
of the Western European countries were able to re- 
duce “the gap” in their dollar payments even prior 
to the outbreak of the Korean war. In fact between 
the ECA grants and the “legitimate” dollar earnings, 
Western Europe as a whole has been able to build up 
rather than draw on her gold and dollar reserves. 
As the rearmament effort here is accelerated, and as 
we begin to increase our purchases of rubber, tin, 
copper, steel, and even manufactured goods, Western 
Europe is bound to increase her earnings of dollars 
materially, either directly or through her colonial de- 
pendents. Not only will the ECA—except of course for 
some countries—be then unnecessary but the syphon- 
ing off of our goods for European civilian needs will 
add unnecessary pressure on our resources. 

Basically, the Marshall Plan was an instrument of 
the “cold war.” With the “cold war” changing into 
the “shooting war,” the premises that have led to the 
setting up of the ERP are changing. The stress is now 
on the building of resistance to communist expansion 
through guns and tanks rather than bread and butter. 
Thus the time has come to consider the proposed $8 
billion assistance to Western Europe’s rearmament 
effort and the peacetime economy during the current 
year as one single package. This is necessary not only 
to expedite this double-barreled aid to our friends but 
also, by preventing conflicting expenditures, to avoid 
the strain on our own economy and the unnecessary 
burdening of American people with excessive taxes 
and more government controls. 


FUTURE OF THE DOLLAR... The twin problems of 
inflation, and ways to hedge against it, have already 
reappeared in full bloom, like hardy perennials, fol- 
lowing the outbreak of war in Korea. Rising prices 
and living costs are as widely talked and written about 
as if a repetition of the inflationary experiences dur- 
ing and after World War II was a foregone conclu- 
sion. Having such experiences fresh in mind, many 
people seem to have adopted an attitude of “Here 
we go again!” and hastened to figure out ways to pro- 
tect themselves against another jump in prices and 
fall in purchasing power of the dollar. 

This attitude and prompt action may prove to be 
fully justified by the future course of events, yet later 
developments may proceed quite differently from the 
initial trends. Practical and responsible people in 
business, banking, and investment tend to be skepti- 
cal of definite economic forecasts and hasty changes 
in policy. They realize that it is impossible for any- 
one to know all the answers, and they have learned 
from experience that economic changes always 
deviate from the historical patterns. They analyze 
the situation and theorize as to probable trends, but 
like to take a second or third look before leaping. 

What is the purchasing power of the U. S. dollar 
—now about 60 cents in terms of 1940 prices—likely 

(Please turn to page 548) 
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By CHARLES BENEDICT 


LET’S DISCONTINUE GUESSING GAMES 


Gasvena of wasting time gazing into the crys- 
tal ball of Russian intentions, let us be realistic and 
face the fact that the Kremlin is determined to de- 
stroy us in any way that it can—militarily, economi- 
cally and financially. 

Too much time has already been wasted in assum- 
ing that Russia would not risk taking the field against 
us with her own armies. This in the face of the knowl- 
edge that her entire economy has been steadily mobil- 
ized for war since 1945,—and in view of the great 
sums spent in maintain- 
ing huge standing armies. 
Our leaders just cannot 
shrug-off such facts and 
continue to wonder what 
Russia is going to do. 

A simple gauge for 
measuring the prepared- 
ness of U.S.S.R. is to be 
found in the lack of Rus- 
sian civilian goods any- 
where in the world, and 
her own reliance on her 
satellites for such neces- 
sary products. Actually, 
Russia has never recon- 
verted to peace, but has 
concentrated her produc- 
tive capacity on building 
an arsenal sufficient to 
carry on a war of world- 
wide proportions. At the 
same time, she has trained 
and armed her satellites 
to a point where they are 
readily able to take the 
offensive under the exact- 
ing conditions of modern 
warfare, as we have seen 
in Korea. 

It is clear that the 
U.S.S.R. is prepared to 
fight a great war,—or a 
series of engagements 
around the world. How 
can we doubt it—or believe that we can blunt her 
purpose! 

Therefore, to meet this challenge, we must plan for 
all-out war now. In this way only will it be possible 
for us to meet the various contingencies of her moves 
as they arise,—to take the offensive when desirable. 

To finance such a program calls for the most care- 
ful husbanding of our resources under complete—not 
plecemeal mobilization—with price ceilings for labor 
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“AND McCARTHY’S LOOKING FOR COMMUNISTS” 






Fischetti in the N. Y. Herald Tribune 


and goods, punishment for those engaged in black 
market operations,—and the closing of the loopholes 
that make such activities possible. 

It calls for working out a proper balance between 
war production and civilian goods to enable us to 
maintain government revenue at the proper level. And 
in our planning we should take into consideration 
the possibility that our increased productive capacity 
can readily become vulnerable under shortages — 
sabotage, and under attack—that waste is always with 
us as well as shallow and 
“Pollyanna” thinking. 
With these considerations 
in mind, it is evident that 
half measures will not do 
because we are facing a 
crisis as a people — as a 
nation! 

Therefore, let us brush 
aside the ifs - ands - and - 
buts of those who recently 
advocated another ap- 
peasement of Russia—the 
unrealistic and wishful 
thinkers—and get on with 
the job of protecting the 
U.S.A. 

The bankruptcy of ap- 
peasement has been 
proven again and again 
and is responsible for our 
unpreparedness and the 
setbacks we have suffered 
around the world both 
diplomatically and mili- 
tarily. 

At the moment, the 
same appeasing wishful- 
thinkers are permitting 
the Soviet delegate to 
continue his vitriolic at- 
tacks and slander against 
the United States — al- 
though we well know 
that internal revolution 
and civil war is but thinly disguised Russian im- 
perialistic aggression. Yet, we tolerate Jacob Malik’s 
use of the U. N. platform to create the impression 
that his country is only an innocent bystander in 
Korea, thereby shaking the very foundation of the 
soundness of our position among the Asiatic peoples. 

How much further can we go in cutting our own 
throats? Is this actually appeasement — or is it 
treachery? By whom? — (please turn to page 548) 
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The market has rallied further, with speculative and “war-baby” issues faring best; I 
although oversold “peace stocks” met the best demand in some time during the latest é 
week. In view of tax and other uncertainties, we look for a trading-range phase, at best, 
for the list as a whole. Maintain prudent cash reserves for future buying opportunities. ! 
I 
V 
oo | By A. T. MILLER 
I 
r 
SJ he recovery from the recent sharp decline 11‘¢ of the ground previously lost. The rail average, I 
in the stock market was substantially extended over because of its “war-baby” tinge, completed its sell- ® 
the last fortnight. In terms of the Dow-Jones daily off on June 29, only four days after news of the . 
averages, the picture is as follows: The industrial Korean war hit the market, at 51.24, comparing with t 
average fell 30.92 points from its June 12 high of May 20 high of 56,96; and it has since risen to 61.78, : 
228.38 to the July 13 closing low of 197.46. At the anew high for 1949-1950. It remains under the 1948 . 
end of last week it had rallied 15.20 points to 212.66, high of 64.95, the 1946 high of 68.31; and, of course, ; 
making up about half of the previous sell-off. (By an far lower than industrials, relative to the historical , 
interesting coincidence, but having no present tech- 1929 highs. 1 
nical significance, the 212.66 rally level differs by : 
only a few cents from the 1946 bull-market high of Radical Shift In Selectivity 
this average.) : 
The utility average fell from a high of 44.26, made To a greater extent than any other single stock : 
May 20, to a low of 37.40 on July 26, and to date group does, utilities typify income investment ; while . 
has rallied only to 38.14, a recovery of less than rails typify speculation. The contrasting market , 
a of these two groups tell : 
much of the story of what has hap- 
73... MEASURING MARKET SUPPORT |= pend to the stock market. The marked 
A. THE MARKET 1S A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATING” changes in selectivity patterns are b 
. Nihal iit sues more significant than over-all percent- t 
320 ages of decline and rally. The guide- o 
DEMAND FOR STOCKS posts used up to June 24 have been to c] 
300 AS INDICATED BY 400 a considerable extent swept aside. The d 
AT RISING PRICES questions asked about almost any com- si 
280 280 pany today are: How vulnerable may 
it be under priorities and allocations; nr 
sail 260 = how vulnerable _ it be under e 
e coming excess profits tax? - 7 
SUPPLY OF STOCKS cessity, ed market cA now doing se 
240 AS oe BY 24O deal of guessing on these matters. Its 
collective judgment, both on the gen- * 
220 220 eral situation and on selectivity, is far e 
from infallible—in fact it is partly emo- js 
- _ tional—and very likely will be subject W 
to revision as the realiti fold 
es unfold. n 
Pe. MEASURING INVESTMENT AND SPECULATIVE DEMAND — The Dow industrial average is domi- fi 
DEMAND nated by good-quality “peace stocks” 
” “ which mostly enjoyed exceptional in- rr 
M.W.S. 100 HIGH vestment popularity, prior to the radi- d 
ee PRICED STOCKS ne cal shift in thinking required under ir 
weet eae wats these new conditions. You got an ex- th 
aggerated impression of the general a 
170 . 8 market performance on the 1949-1950 C 
A rise, if you measured it in terms of Se 
160 80 this average. If you measured it by the n 
‘M.W.S. 100 LOW PRICED STOCKS much broader weekly indexes of The v 
150 aT Lert 5 Magazine Of Wall Street, you knew lo 
2 fee ee es ee Ss eS Se ee that the best level reached was con- fc 
MAY JUNE JULY siderably lower in the historical price P! 
range than was suggested by the Dow i. 
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average. Now the same kind of dis- 
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tortion, but in reverse, is 
present. 

Broadly speaking, although \70 
there can be many individual 
exceptions both ways, invest- 160 
ment-grade stocks have either 150 
less to gain or more to lose in 


a war or semi-war economy |!" 
than do speculative stocks. 130 
They were additionally vul- 230 
nerable because their June 

highs were relatively more ad- 220 
vanced than those of specula- 

tive stocks, on a general aver- 210 


age. For both reasons, they 
have lagged on the recent 200 
rally. The actual market was 


held up better under this test, 190 

and rallied more, than you 

would imagine by watching 180 

the Dow average of 30 “prom- 

inent” industrials. 65 
For example, our weekly 


index of 100 low-price stocks 60 
has more than made up all of - 
its post-Korea reaction. It 

stood at 177.01 in the last 50 
trading session prior to an- 


nouncement of U. S. military us - 
intervention in Korea. It stood : N. Y. Stock Exchange 4 
at 180.25 at the end of last 3 3 
week, the best level since May 2 2 
20. It remains moderately ‘ E 


under the bull-market high of 
183.93, recorded for the week 
ended May 20. It has recently 
been gaining ground, relative 
to the index of 100 high-priced 
stocks, as is shown by one of the accompanying 
charts. The latter is still materially under its imme- 
diate pre-Korean level; the composite index of 325 
stocks only slightly so. 

The reasons for these cross-currents are not at all 
mysterious. In the “war-flavor” groups which have 
come into increased popularity—such as aircrafts, 
air lines, distillers, coppers, leather, metal fabricat- 
ing, mining and smelting, oils, rails, rail equipment, 
sugar, textiles and tires—there are, in the aggregate, 
more low-priced than high-priced stocks, despite 
exceptions. On the other hand, many high-priced 
investment-quality stocks happen to be in the groups 
which have lost much in relative popularity—most 
notably in such groups as chemicals, automobiles, 
finance and building. 

With the experience of World War II fresh in 
mind, it is reasoned that marginal companies in 
durable-goods lines have little, if anything, to lose 
im a war or semi-war economy; and perhaps some- 
thing to gain. This is strikingly illustrated in the 
automotive field. Thus, you see General Motors and 
Chrysler in a partial recovery, after exceptionally 
severe declines; while, on the other hand, Conti- 
nental Motors, Evans Products, Reo Motors, and 
Willys-Overland are at new highs for the year or 
longer, and a number of similar issues are near 
former highs. Corporately speaking, the rich are 
presumed to get poorer in a partly-controlled econ- 
omy under EPT; while the poor are given some 
chance of getting richer. 

The market has done a good deal of jumping-to- 
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conclusions in its effort to discount the changed situ- 
ation. Being to a considerable extent in the dark, it 
has no doubt made some mistakes; and may make 
others. Thus, fears of global war, intense at first, 
have lessened. It has gradually been realized that 
the amount of materials and equipment required for 
the arms program, as projected presently, cannot 
involve more than a fairly moderate shift from civil- 
ian production to military production. It has become 
clear that the excess profits tax, barring global war, 
will not take shape before next year; and that the 
exemptions will be based on a postwar period. 

On the basis of this second thought, it may be 
noted that for the latest week alone, the trading 
week ended August 4, many peace-stock groups— 
such as the leading automobile, chemical, building 
and finance-company issues—had their sharpest up- 
turn in this recovery to date. On the other hand, also 
for this single week, there was some slackening in 
the momentum of the previous rise in some of the 
so-called “‘war-baby” groups, such as aircraft, dis- 
tillers, coppers, rails and textiles. 

There is some apparent abatement of the general 
public’s “scare buying”, the significance of which 
could easily be exaggerated even at its peak. In re- 
tail trade, July is the slowest month of the year. 
Hence, it takes something less than a real buying 
rush to yield year-to-year gains of 46% to 49%, as 
was so recently, in weekly trade volume. Thus, the 
unadjusted index of department store sales for five 
weeks ended July 29 averaged 269, against 214 a 
year ago, a gain of 26%. (Please turn to page 548) 





I n spite of an economy running in high 
gear, it is self-evident that even partial mobilization 
will produce strains which can only result in some 
sacrifice of the civilian standard of living. The ques- 
tion is: How great a sacrifice? Can we have an 
adequate civilian economy despite accelerated de- 
mands for armaments—for the Korean war, for long 
range preparedness and defense? 

It is obvious that “business as usual” is out, this 
despite the fact that the major impact of mobiliza- 
tion on industry is still months away. Moreover, 
there is no clear indication of how far the economy 
can stretch before sharp cutbacks in civilian lines 
will have to be ordered. In this respect, however, one 
is entitled to a degree of optimism based mainly on 
the tremendously expanded productive capacity of 
American industry. 

Over the longer range, Washington planners hope 
to expand output still further, enough to take care 
not only of the increase in defense needs but also 
to avoid any prolonged or serious civilian cutbacks 
even if military requirements mount and will per- 
sist for some time. The idea, in short, is that we can 
have both “guns and butter.” Regardless of whether 
it is valid or not, it apparently pervades top policy. 
But over the shorter range, squeezes are certainly 
unavoidable. 

The reason is simple. While we were fairly suc- 
cessful during the last war in maintaining a high 
standard of living with huge military expenditures, 
today even limited mobilization will hurt because we 
are trying to superimpose a major military program 
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on a civilian economy that is already booming. When 
World War II started, there was plenty of economic 
slack which permitted us to mobilize the easy way 
and fight the war on a rising standard of living. 

It’s different today. The standard of living is the 
highest ever, and there is little slack left. Thus any 
military procurement program must largely be at 
the expense of civilian consumption, at least until 
production is big enough to take care of both without 
restriction. 

That’s why even a $10 billion spending program 
as proposed under limited mobilization could have a 
greater impact than its absolute size would indicate, 
depending on how, and how fast, the money is spent. 
Yet realistically viewed, there is every reason to 
assume that the situation can be met with a mini- 
mum of upset to the general economy. 


Degree of Conversion Still Indefinite 


It is impossible to predict what degree of con- 
version of industry to war production will eventually 
be required, except that it will be initially small. Of 
course the defense program can, and probably will, 
mushroom over an extended period but even that 
would still require much less than all-out conversion 
of industry. By that time, also, productive capacity 
will have further increased, cushioning the impact— 
always provided that total war can be avoided. 

As to more immediate probabilities, an analysis of 
prospective spending will measurably aid in obtain- 
ing a better perspective. A break-down of how the 
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$10 billion will be used was recently given in 
a presidential letter, showing that the Air 
Force would get about $4.5 billion, almost 
half of the total, of which $3.3 billion would 
go for aircraft procurement. Next in order 
were $2.6 billion listed for tanks, guns, elec- 
tronics and other major ordnance items. An- 
other $2.5 billion would go for the operation 
and maintenance of plants and facilities; 
$1.3 billion for military pay and quarter- 
master items, and $185 million for ship con- 
struction. 


Civilian Production Not Dislocated 


Apart from aircraft, for which we have 
excess plant capacity and plenty of alumi- 
num, well under a third of the total will thus 
go for what the military calls “hardware”’— 
and it will take months to get the program 
rolling. Translated, for instance, into steel, 
this implics a smaller program than gener- . 
ally assumed. 

At present, military orders probably re- 
quire no more than about 2% of total mill 
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output as against some 35% going into auto- 
mobiles and housing. Assuming maximum spending 
within the new program, steel required for the mili- 
tary would probably come no higher than about 5%. 
That’s no great amount. It means perhaps 3.5 billion 
tons more and should leave well over 90 million tons 
available for civilian purposes. 

Considering this, it is not surprising that spokes- 
men for the steel industry are unanimous in their 
opinion that the industry can meet military require- 
ments without any drastic reduction in the manu- 
facture of peacetime goods. Cutbacks in civilian out- 
put due to steel priorities should be small, particu- 
larly if the industry accelerates its plans to increase 
capacity by another two million tons in the coming 
year. 

But the situation may be further aggravated by 
shortages of non-ferrous metals, some of which con- 
stitute a far greater bottleneck than steel. Military 
needs for copper, it is estimated, may 
jump from 3% of the available sup- 
ply to 10%, meaning an extra 
drain of about 100,000 tons. Super- 
imposed demands on the zine supply 
is estimated around 75,000 tons, that 
of aluminum at about 125,000 tons a 
year. It goes without saying that “un- 
essential’? production consuming 
these vital metals will have to yield. 
Yet the overall prospect is that there 
still will be a lot of consumer hard 
goods by any pre-boom standard; the 
idea that output will be promptly and 
severely cut is wholly unrealistic un- 
less military requirements suddenly 
skyrocket far beyond anything pres- 
ently contemplated. 

Such materials as aluminum, zinc 
and copper will be diverted in grow- 
ing proportion for war; the first 
batch of sizeable military orders 
would probably force an immediate 
cut in the output of consumer prod- 
ucts containing these metals. But 
since the build-up of military strength 
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will be gradual, cutbacks will also be gradual and 
limited. As the arms program stands today, it is quite 
possible that automobile output by the end of the 
year may be at a level only moderately under the 
recent peak rate. Eventually of course, deeper pro- 
duction cuts will be required but annual output 
should hardly fall much below the five million car 
rate. 

Once the non-ferrous metals supply can be pushed 
higher, chances are that the new $1 billion three- 
year expansion program of the steel industry will 
assure us not only of continued world supremacy in 
the production of war materials; it should also per- 
mit a substantial production rate in consumer dur- 
ables. At the peak of World War II, about 50 million 
tons of steel out of the 89 million tons produced went 
to war use. Today’s capacity is over 100 million tons, 
and will be upped to over 105 million tons by 1952 
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under existing expansion plans. Even if the present 
arms program should be doubled, the civilian steel 
supply would still be ample. 

Everywhere, when one looks at capacity to pro- 
duce, one finds a lot more than in 1939. Much plant 
capacity was added during and after World War II, 
with the result that capacity to produce not only 
steel but machinery, chemicals, synthetic fibers, rub- 
ber and a hundred other things is much greater. 
Idle capacity in shipbuilding, aircraft factories, syn- 
thetic rubber plants is large; most of it didn’t even 
exist in 1939. Coal and oil, if necessary, could be 
produced in much larger quantities with present 
equipment and labor force. 


Freight Car Scarcity a Bottleneck 


A potential bottleneck looms in rail transportation 
because of scarcity of freight cars. That means a 
stepping-up of freight car production and even now 
there is talk of placing orders for as many as 125,000 
new cars, if necessary under steel priorities. But 
unlike in World War II, shipbuilding won’t be the 
ravenous steel consumer it then was, since there is 
ample shipping in “‘mothballs.” Steel tubing will be 
needed for shells but as yet there is no vast fighting 
front to use them in huge quantities. The big rush for 
metal will remain for civilian needs unless the arms 
program is greatly expanded. 

As the latter now stands, a relatively small 
amount of conversion of civilian plants to defense 
production will be required. The automobile and 
electrical appliance industries, for example, may 
escape conversion almost completely under limited 
mobilization, though production cutbacks will likely 
be imposed eventually. Some anticipate that ap- 
pliance output may be reduced by one-third, purely a 
guess at this stage, because of metal shortages; and 
that output of TV sets, currently produced at an 
annual 6-million rate, may drop to about 4 million. 


No Civilian Pinch—Barring Big War 


The radio-television industry doubtless will be 
among the first to feel the impact, not so much be- 
cause of metal shortages which will develop rela- 
tively slowly, but because of military orders for 
radar and other military electronic equipment tak- 
ing precedence over other production. But since the 
Government apparently is slow in drafting the com- 
plete program, TV production is not likely to slide 
before October-November. It probably won’t be cut 
more than 20% and if so, the industry could still 
produce more sets than in any previous year. More- 
over, large defense orders, possibly totalling a bil- 
lion dollars or more, will provide an offset through 
profit margins on this type of business will natur- 
ally be smaller. 

Because of present boom activity, the job of fitting 
war orders into peace-time production won’t be easy 
and it will be difficult in some cases to determine 
what and who is to be cut back, and how much. A 
large measure of industry cooperation will be neces- 
sary. However, any shift will be gradual, not sudden. 
Auto plants, for instance, won’t be required to shut 
down for conversion to aircraft or tank production 
as in the last war. Generally, selective ordering and 
only partial conversion in other industries is indi- 
cated. 

Moreover, reactivation of standby war plants will 
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be slow, thus civilian production generally is apt to 
continue at a high rate for at least another three to 
six months. An outstanding consideration is that if 
the auto and building industries are cut back merely 
to the levels of 1949, the steel and metals supply 
situation would be eased substantially. And any such 
cutback won’t work much of a hardship. 

Apart from this, it would be a first rate blunder to 
call off ruthlessly civilian production before Govern- 
ment orders can promptly employ the released man- 
power, tools and materials, if only because the best 
protection against a run-away inflation is to keep 
production at the highest possible level. Continued 
high tax revenues are also imperative. The Adminis- 
tration is doubtless aware of this and will move 
slowly in interfering with civilian output unless 
forced by events to do otherwise. It can do a good 
deal to throttle excessive civilian demand by remoy- 
ing the artificial stimulants with which it has been 
whipped up in the past—cheap and easy credit to 
home owners and instalment buyers. Such an ap- 
proach to the problem is already made in the case 
of mortgage credit, and doubtless will soon be ex- 
tended to consumer credit. Higher taxes will work in 
the same direction. 

In short, barring a big war, there will be no real 
civilian pinch, particularly if panic buying levels off 
and things get stabilized. In that event, most of in- 
dustry will be able to supply civilians and fit in the 
requirements for mobilization as well. True, new car 
output won’t meet potential demand, and the same 
may be true of certain appliances through pressure 
for the latter was expected to ease off this fall any- 
way. 


Adequate Supplies of Major Products 


Gasoline won’t be short-barring all-out war. The 
tire supply will be adequate. Food and soft goods 
will be abundant. Industry actually will step up its 
total output—except in steel, it hasn’t been operating 
at full capacity lately—so that the impact of defense 
on those industries using metals will be less drastic 
than many now expect. On the whole, according to 
present indications, defense will take no more than 
about 10% of the total national output. The remain- 
ing 90° at today’s rate of output and capacity 
represent a big slice; even were it cut to 75%, it 
would not be too hard to take. 

If these projections, and that’s all they can be 
at this stage, sound overly optimistic, it may be 
pertinent to remind that the productive capacity of 
key industries is anywhere from 20% to 125% of 
that in 1940, and that projected defense spending 
looms hardly large in the face of an annual gross 
national product of some $265 billion. True, the first 
ten billions will probably not be the last to be ex- 
pended for preparedness and defense, but barring 
total war, there is a limit to what can be spent an- 
nually. European arms aid will be stepped up, pos- 
sibly to the tune of about $3 billion a year and much 
of it will no doubt go for “hardware”, particularly 
certain types of ordnance and electronic equipment. 
Yet the resultant additional drain on the civilian 
economy should be relatively small—well within the 
range projected in the foregoing. The forthcoming 
test will show up not only industry’s greatly in- 
creased productive capacity and resources but its 
amazing flexibility and adaptability as well. 

To the investor, the (Please turn to page 541) 
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Looking Ahead into the 


THIRD and 
FOURTH QUARTERS 


By H. S. COFFIN 


SJ he accelerated inflow of midyear corporate re- 
ports provides a very encouraging picture of the 
economy forging ahead under boom conditions just 
as the Korean war news made the front pages. On 
an unusually broad front, concern after concern in 
most industrial groups during the second quarter 
overcame earlier handicaps induced by the steel and 
coal strikes, and pushed ahead to establish record 
sales and earnings in many instances. 

Increased backlogs which were frequently re- 
ported would normally assure continued high level 
activity in the third and even fourth quarters, were 
it not for the new crop of uncertainties over mate- 
rials supplies, allocations, production and instalment 
credit curbs, not to mention possible shifts in con- 
sumer demand and a potential shortage of skilled 
labor. In appraising results for the first six months, 
the big question looming up is to what extent and 
how this or that concern can sustain its present 
momentum in the second half year and yet digest 
an increasing share of orders related to the greatly 
stepped up military program. 

In any strain certain to result in many cases, 
output for defense at home or abroad will of course 
have the right of way over production of consumer 
goods, hence indicating that margins may be nar- 
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rowed by strict pricing poli- 
cies or by renegotiation of 
profits, without allowing 
for the possible institution 
of price controls or excess 
profits taxes. As yet, it is 
impossible to predict how 
heavily some or all of these 
impacts may influence the 
second half year progress 
of any concern, but since 
their arrival may be de- 
ferred or come _ progres- 
sively, high level earnings 
in the first six months of 
1950 could provide a sub- 
stantial cushion against po- 
tential declines in the re- 
mainder of the year. 

All said, productive ca- 
pacity throughout the econ- 
omy has expanded on such 
an astonishing scale since 
the beginning of World 
War II, that never before 
in history has the economy 
been in such splendid shape 
to meet a military emer- 
gency. Many a concern, now 
exceedingly active, still has 
unused facilities it could 
readily employ to produce 
munitions, even though the 
profits therefrom were limi- 
ted in extent. Orders for 
the armed forces will be 
widely spread, as seen by 
notification of “intent” re- 
cently sent to 240 different 
producers of aircraft es- 
sentials, and all of these 
concerns have been fully 
prepared for more than a 
year past to adjust their 
operations to the new pattern unfolding. 

As for raw materials, while some presently tight 
items such as steel, copper and aluminum will natur- 
ally be allocated, under “limited mobilization” the 
supply available may prove more ample than may 
be commonly conjectured. Current steel capacity, 
for example, not only is more than 10% higher than 
in 1940, but will increase substantially before the 
end of the year and expand still further in 1951. 
Spokesmen for the steel industry are expressing 
great confidence that their group will easily produce 
all the steel needed for both military and civilian 
products, although for a while allocations may cause 
scattered shortages. Similarly, a leading manage- 
ment in the building industry claims that even if 
Government orders absorbed 20% of the group’s 
total output, present capacity could supply all civi- 
lian requirements with the remaining 80%. 


Consumer Goods Output to Remain High 


In the circumstances, a good many firms in com- 
ing months may continue to make record deliveries 
of consumer goods, while at the same time absorb- 
ing a portion of overhead expenses through pro- 
duction of military items. Much will hinge, though, 
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on the speed and cost of changeovers that may have 
to be effected. 

Also remaining to be seen are potential shifts in 
consumer preferences or lower level spending in 
view of coming personal income tax revisions. In 
the third quarter, at least, the current foolish up- 
surge in hoarding will inevitably stimulate whole- 
sale buying, while in the fourth quarter the arrival 
of holiday spending will create support. 


Price Trends and Inventories 


One important factor that should tend to main- 
tain earnings on a high level in the third quarter, is 
the current inflationary spiralling of prices. It is 
not so much that this influence will widen operating 
margins as that it for a time will preclude inventory 
losses, and eliminate need for price reductions as 
under the intensified competition prevailing in the 
first half year. At midyear, inventories at both the 
manufacturing and distributing levels were well 
below a year earlier, hence forming a sound base 
for further accumulations. In combination, all these 
elements lend encouragement to the third quarter 
picture. The same may be found true in the final 
quarter, but with less confidence, since a recession 
in hoarding tactics by then may tend to unsettle 
prices, or under price controls they might be even 
rolled back. 

The current outlook for many concerns and the 
industries in which they participate varies so in- 
cisively, that few generalities can suggest what may 
be ahead for them in the remainder of 1950. To 
clarify the situation more adequately, we will dis- 
cuss a few individual companies that may benefit 
from the receipt of war orders or at least be able to 
maintain dividends close to current rates, as well as 
some that might experience somewhat less smooth 
operations in the near term. 


General Motors Reports Peak Production 


The unprecedented demand for automobiles en- 
abled General Motors Corporation to utilize its 
greatly expanded and modernized facilities very 
efficiently in the first six months of 1950. GM sales 
of 1,878,630 vehicles established an all-time pro- 
duction record, and the improvement was progres- 
sive, as shown by output of more than a million cars 
and trucks in the June quarter. Dollar volume in the 
first half year soared to a new peak of $3.6 billion, 
aided by substantial sales of parts, diesel locomotives 
and Frigidaire household appliances. Net earnings 
of $485.2 million or $10.90 per share in the half year 
period compared with $303.6 million or $6.76 a share 
the year before. On enlarged sales, net profit mar- 
gins in the second quarter widened to 13.7% ver- 
sus 10.2% a year earlier. 


Imposition of stiffer instalment credit terms may 
curb the public urge to purchase automobiles and 
trucks somewhat in coming months, but this has 
only served to create a current rash in buying that 
is obliging GM to use its facilities to the limit and 
to expand work schedules in some divisions to an 
overtime basis. The management has expressed 
readiness to undertake its full share of responsi- 
bility in shouldering the defense production load, 
but as yet its scope and its effects on manpower and 
raw material availability are not determinable. It 
seems rather doubtful that the company will have 


to convert to large scale production of aircraft asin | 


the last war, but this is not certain. More logical 
under the present “limited” program would be em- 
phasis on output of trucks, tanks or other heavy 
equipment, all requiring only minor adjustments 
in plant schedules. 

Under any conditions, General Motors may have 
less steel available for manufacture of consumer 
products, though assured of supplies for substantial 
normal business and full allocations for military 
output. Earnings would be heavily pared if excess 
profits taxes are imposed and margins may be re- 
duced by automatic wage adjustments unless the 
present uptrend in “cost of living” is speedily re- 
versed. Even under current wage schedules, GM’s 
total wage costs zoomed to $859 million in the first 
half year, while allowances for U. S. and foreign 
taxes rose sharply to $345.3 million. On the whole, 
it seems unlikely that net earnings in the second 
half will match the first half showing, while beyond 
the end of 1950 a further decline seems probable. 
Dividends, though, may represent an increasing 
share of earnings, and for a while, at least, should 
prove stable near current rates. The present earn- 
ings provide a very thick cushion. 


U. S. Steel Corporation 


U. S. Steel, the leader in its group, showed sales 
of $752.8 million in the second quarter compared 


with $647 million a year earlier, while earnings of 


$69.8 million or $2.44 per share rose from $1.45. 
Shipments of steel products amounting to more than 
11.2 million tons were the highest in the company’s 
long experience for the six months period, reflecting 
the fruits of plant improvements in postwar. In the 
second quarter, expenditures for additions to and 
replacements of facilities aggregated $40 million, 
bringing the postwar total at midyear 1950 to $953 
million. Authorized expenditures for projects yet 
uncompleted will add $191 million to the score for 
an indicated total of $1.14 billion since the end of 
World War II. 

It will easily be envisaged that U. S. Steel will 
face an insatiable demand for steel during the fore- 
seeable future, but is in a record position to meet it 
as well, while facing a prospect for further enlarged 
capacity. The management reiterates its confidence 
that the steel industry can be counted on to keep 
abreast of any demands that may appear. The com- 
pany’s huge investments in postwar may tend to 
mitigate the impact of excess profits taxes if they 
are instituted, but the prospective lift in regular 
tax rates will naturally narrow its net profit margins 
considerably, especially if price ceilings on steel 
products are imposed. Until the extent and character 
of Federal regulations become more clear, earnings 
of Big Steel may continue to expand, particularly 
in the third quarter. In the final quarter, the earn- 
ings outlook is more obscure, as everything will 
hinge on developments now in a formative stage. 

Despite increasingly high prices for imported 
wools, most of the leading units in the carpet in- 
dustry have discovered that progressive advances in 
quotations for floor coverings have been little de- 
terent to consumer demand. Bigelow-Sanford Carpet 
Company, for example, reports that volume of $22.3 
million in the second quarter was 52% above the 
same period last year, and total sales of $44.7 mil- 
lion for the first half year were a record in the 
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Quarterly Sales, Profit Margins and Earnings of Selected Companies 
———Second Quarter 1950——— ———Ist Quarter 1950——— ——Second Quarter 1950—— 
Net Net Net Net Net Net Net 
Sales Profit Net Per Sales Profit Per Sales Profit Net Per 
($ mil.) Margin Share ($ mil.) Margin Share ($ mil.) Margin Share 
Air Reduction Ae, Sree ss hace aes glia, eee $ 23.9 9.3% $ .82 $ 22.0 8.3% $ .68 $ 22.7 6.7% $ .56 
Alleghany Ludlum Steel ................cccceeeneees 40.7 5.6 1.69 37.5 6.0 1.67 24.1 (d).08 
blart WMIGRUIRE ose caccnccn cess ccscvencerses 8.2 4.0 .60 7a 4.0 a a7 4.5 46 
| Atlas Powder 9.9 7.5 2.60 8.3 4.8 1.27 9.4 4.8 1.4€ 
|Bethlehem Steel re 354.5 8.9 3.13 316.3 8.1 2.50 351.4 7.6 2.62 
| Bigelow-Sanford Carpet 22.3 4.1 1.43 22.4 4.1 1.41 14.6 3.4 73 
| Blaw-Knox rene 15.1 6.7 a VEZ 2.4 .20 18.3 5.6 73 | 
PROBING OAICBIGNG® ov cschectiisscscsststensaesses 80.0 5.7 4.23 60.2 2.3 1.28 55.6 01 08 | 
Champion Paper & Fibre .......... 22.7 Vie 2.32 22.6 12.2 2.40 20.1 9.9 1.71 
Chrysler ae Oe 484.6 8.5 4.75 190.7 (d) .20 549.6 6.3 3.97 | 
\Clark Equipment 15.5 8.1 2.35 14.8 4.4 1.16 13.7 4.6 1.17 | 
Colgate-Palmolive-Peet 45.1 4.3 | 49.8 7.3 1.79 48.8 3.1 83 | 
Cooper-Bessemer Corp. 8.9 9.6 2.0) 6.8 4.3 70 9.0 gO 2.20 
| Diamond T Motor Car 6.9 i .23 5.5 (d) .19 5.2 .07 .09 
Firth Carpet 5.8 5.8 59 5.5 6.0 57 3.4 5.8 34) 
|General Foods ... 1246 4.7 1.01 124.1 6.6 1.45 112.5 6.0 1.18 
General Motors . 1,963.6 Tact 6.14 1.642.6 12.9 4.76 1.595.3 10.2 3.72 
Hercules Powder 38.0 95 1.33 32.9 8.5 1.01 30.2 8.0 87 | 
| Howe Sound 5.0 9.9 1.12 5.1 7.8 .86 4.5 5.6 56 
‘nasteke lron 16.3 59 .83 15.2 8.5 .66 13.0 9.2 61 
| Mack Trucks 29.1 2 .04 24.5 (d) .11 17.7 (d) .77 
| Martin (Glenn L.) Co. 6.0 3.8 .20 10.5 6.1 Re 7 4 10.7 52 aul 
Mengel Co. Ser MPR RRC 9.4 47 74 8.5 3.2 45 $5 (d) .5€ 
Minneapolis Honeywell Reg. .............. 24.4 12.4 1.16 19.5 12.4 92 14.9 7.4 aed 
| Nash-Kelvinator 132.8 7.6 2.32 112.5 6.4 1.66 99.7 72 1.67 
| Pfeiffer Brewing JectsSedout Rest Todas ceduthantaes 10.1(b) 10.3 .87 yo 10.2 .64 9.0 11.9 1.80 
PIRRE CCCI POE GOs: oi. dccececeasacnkcasssdcesauscscesecsbseus 13.4 15.9 1.41 42.1] 15.2 1.22 11.7 17.3 1.34 | 
|Remington Rand ..... 34.2 5.5 40 26.2 4.0 21 31.9 47 31} 
| Republic Steel picid ge 221.4 9.5 3.51 197.5 8.4 2.75 184.7 5.4 1.66 
| Robertshaw-Fulton Controls 11.6 16.4 1.34 9.5 16.0 1.23 55 a5 mE 
| Shell Oil Sas, Sean Oe iain Sn sian Sane amie 208.6 8.3 1.29 213.7 10.3 1.64 192.7 8.3 1.20 | 
| Simmonds Saw & Steel ey 12.0 1.87 6.8 11.9 1.63 5.4 4.3 47 | 
[Texas Gulf Sulphur ........ 17.6 42.1 2.22 17 40.8 1.92 16.2 40.7 1.97 | 
| Union Bag & Paper ino eee 18.5 13.5 1.66 17.1 13.7 a7 13.0 8.3 73 | 
| Union Carbide & Carbon .............0...... 171.4 19.4 1.16 159.6 17.3 25 131.7 13.3 61 | 
| U. S. Hoffman Machinery a 27 31 3.6 1.3 .06 3.6 (d) .50} 
CR eaten nee a 160.9 3.0 2.06 130.3 3.0 1.49 136.7 2.4 1.12 | 
|U. S. Steel 752.8 9.2 2.44 634.7 rT 4 1.64 647.0 6.8 1.45 | 
| Ward Baking oe S erieetesaxee: ; 23.7(c) 3.1 .87(c) 18.1 2:1 42 20.9 3.6 (c) 92 | 
| Wrigley MM FOS COE civ dcncckscosccvsvnce 18.0 18.6 VAN V2 19.3 1.70 18.1 20.1 1.85 





| 


| (a) Net income after depletion. 
(b) Including excise taxes. 





(c) 15 weeks ended July 8, 1950. } 
(d) Deficit. 














company’s history. Considering that seasonal in- 
fluences normally cause a dip in sales in the second 
quarter, the improved showing gains significance. 
Although this company’s net profit margin of 4.1% 
in the second quarter was rather modest, the en- 
larged volume brought net earnings of $1.43 per 
share, slightly 100% over the related 1949 span. 
The management as of July 26 anticipated a further 
uptrend in sales in the second half year. The com- 
pany is fully prepared, however, to convert its faci- 
lities to defense production, if called upon. In World 
War II, Bigelow-Sanford produced nearly 20 million 
yards of cotton duck and was the largest supplier 
of blankets to the armed forces, but heavy conver- 
sion expenses, high taxes and tight pricing in war 
years reduced the company’s net profit margins in 
war years to around 2.55%. Barring full scale war 
activities, though, margins should hold more closely 
to the current level. 

As a sample of experience among aircraft manu- 
facturers in the first half year, the midyear report 
of Boeing Airplane Company is interesting. Sales 
AUGUST 


12, 1950 


of $60.2 million in the first quarter and a sharp rise 
to $80 million in the second quarter brought a total 
of $140.2 million for six months. Whereas the com- 
pany in the second quarter of 1949 barely broke 
even on sales of $55.6 million, well coordinated oper- 
ating procedures on increased output during the 
June quarter this year brought net earnings of $4.23 
per share. Including earnings of $1.28 a share in the 
March quarter, the total for six months reached a 
very satisfactory level of $5.51 per share. 

Boeing reports that the last of 55 stratocruisers 
ordered by airlines was delivered early this year 
and that deliveries of C-97 stratofreighters continue 
on schedule. The company’s backlog of unfilled orders 
on June 30 was approximately $319 million, and 
since then has been or soon will be greatly expanded 
as a result of $3.2 billion new appropriations for 
the Air Forces. On March 1, the first production 
model of the USAF’s newest and fastest bomber, 
the B-47 Stratojet, was completed and further large 
orders for these planes are expected. It seems very 
clear that Boeing will (Please turn to page 545) 
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Boom Ahead in... . 
NON-DURABLES? 


By WARD GATES 


— and retailers of consumer 
non-durable goods until recently were quite disap- 
pointed with this year’s business. They expected that 
with the extra income derived from veterans’ insur- 
ance dividends and generally prosperous business 
conditions, retail sales would flourish. True enough, 
consumer expenditures did move up in the first 
quarter of 1950, but the increase was small com- 
pared with the rise in consumer income. Though the 
latter rose ten billion dollars during the first quarter, 
consumer purchases advanced only by $3 billion. 
What’s more, consumer buying continued to discri- 
minate against soft goods in favor of durables—with 
automobiles, television sets, new homes, refrigera- 
tors, etc., leading the list of preferences. 

It was but natural in the circumstances that sales 
of apparel and general merchandising stores failed 
to advance—and inventories began to pile up, though 
ee spending as a whole kept on a fairly even 
keel. 

There are good reasons to expect a reversal of this 
trend; signs pointing in this direction are multiply- 
ing. The rapid development of “scare buying” in 
retail trade as a result of the Korean situation was 
reflected in the 46% rise in department store sales 
in mid-July, and a good deal of this intensified buy- 
ing occurred in soft goods. There were runs on 
sheets, pillow cases, nylons, etc., and a noticeably 
stronger tone in virtually all textile lines, where to 
all intents and purposes a sellers’ market seems to 
have returned. 

Hosiery suppliers, almost without exception, have 
indicated their intention to allocate supplies. Cotton 
goods lines have been withdrawn with manufac- 
turers refusing to consider bids until they can obtain 
a base for pricing their output. Rayon makers have 
taken a similar stand and will not make known their 
prices for fourth quarter delivery for the time being. 
While the desire for profits may seem the motivating 
factor in withholding prices at the mill level, there 
is also some anticipation of Government require- 
ments; however, the textile industry as a whole is 
well enough equipped to turn out more goods at a 
faster rate than at any time. 
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It’s a good thing that this is so, for there is every 
indication that the boom will shift from consumer 
durables, pacemakers in the past but in the future 
harder to get, toward non-durables which promise 
to remain in abundant supply. Soft goods makers 
will have a chance to recoup from past months of 
sluggish sales and thin margins. If they play their 
cards well and avoid profiteering, and thereby the 
otherwise inevitable price control, they should do 
well indeed. 

Little wonder that textile people are now looking 
forward to good business indefinitely. There was 
some pick-up in volume even before the Korean 
crisis; since then it has become a scramble. More- 
over, military needs may pick up sharply as the war 
drags on, or widens. But the big factor in the out- 
look is that any decline in buying of durable goods- 
and that seems in the cards in view of prospective 
output curtailment and consumer credit restraints, 
will be accompanied by a release of spending funds 
for apparel and other soft goods. In a slightly differ- 
ent way, this factor is already operative. Since 
spending in recent months has been low in relation 
to income, it was not particularly surprising that 
the current buying splurge was importantly directed 
towards non-durables. 


Demand Accelerating for Soft Goods 


Faint signs of an upswing in soft goods actually 
were discernible as early as April. Apparel sales 
have been rising steadily from the earlier and disap- 
pointing lows. Shoe sales, with the industry not 
operating at capacity for some time, tended to im- 
prove somewhat. Still the movement lacked zip. 
Sales of non-durable goods industries between April 
and May rose only to $11.3 billion from $10.5 billion 
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and relatively favorable retail sales comparisons 
with a year ago were largely due to last year’s reces- 
sion-induced sales decline. 

Currently, however, retail sales are making spec- 
tacular gains as the threat of higher prices, short- 
ages and controls is drawing consumers into stores. 
Durables good are still greatly in favor but emphasis 
on soft goods is mounting. Soft goods are currently 

» bought at an annual rate of $140 billion, highest in 
‘over a year and comparing with a $100 million 
» annual rate during the first quarter. It’s an abnormal 
rate but for the time being at least, no important 
> slackening is indicated. Scare buying and hoarding 
is likely to continue to swell sales and put pressure 






























very 
ymer Spreads and as durable goods spending is forced 
iture back by future curbs. Yet in virtually all soft goods, 
mise the country will be pretty well supplied with basic 
‘kers needs, and even more. The problem is to put reason- 
is of able restraints on excessive demand to avoid run- 
their away markets and prices. 
> the Despite fully adequate supplies, panic buying 
d do could send prices soaring to the detriment of all, and 
despite the fact that there is still unused mill capac- 
king ity to meet rising demand. Shoe output particularly 
was Can be expanded and present heavy buying 
rean by retailers apparently is tending to bring 
fore. that expansion—as well as a hike in prices. 
war The current buying spree raises the ques- [14,000 
out- tion to what extent it may represent only 
ods- | borrowing from the future,” whether it will 
ctive Collapse under realization that the much- [12,000 
ints, feared shortages are unlikely to occur. More 
unds ‘Sober thinking on the part of the public 
'ffer- Would be a sound development even if it  [!.00¢ 
Since Would take the edge off the incipient boom 
tion 2 non-durables. There are other factors, 
that Previously enumerated, which appear to as- | 8°°° 
scted Sure its continuation on a more healthy, less 
exaggerated and artificial basis. 
“Soft” goods of course include more than — 
apparel, shoes, food, beverages, cosmetics, 
soap, tobacco, house furnishings, gasoline 
ually nd oil to run the family car. Most of these | ‘°°° 
sales things, before you can take them home, must 
isap- be wrapped up, and this means paper and _ 
not CNtainers of every kind. They, too, are non- , 
.jm- durables—and booming. 
zip. Most kinds of paper have been in high and " 
April "Sing demand for months, with inventories 
llion 24 manufacturers’ pulp stocks even lower. 
reer “¥GUST 12, 1950 





on prices. 


: Adequate Supplies Make Panic Buying Unnecessary 


' Actually there is no need for it. Even as the dur- 
» able goods supply contracts, textile and clothing out- 
> put can skyrocket with no limitation in sight. There 
~ is no shortage of cotton though wool stocks are rela- 


tively low, and high priced. Hence worsted fabrics 
are already up and the boost will be felt in men’s 
and women’s wear next Spring. However there will 
be a fully adequate supply if restraint is used in buy- 
ing. This even applies to nylon hose, production of 
which may have to be cut back somewhat. Such 
articles as sheets, pillowcases and shirts will be 
abundant, once the runs end. In cotton goods gener- 
ally, any scarcity at all is unlikely. 

While clothing and shoes still represent a rela- 
tively quiet area amid the buying storm, they are 
apt to feel the impact next as the hoarding fever 


And there has been a spurt in container business 
which currently stands at least 15% above a year 
ago. Since container stocks in the hands of business 
are far from over-ample, intensified demand is 
likely, and there may be some shortages. Demand 
for paperboard, already at unseasonally high levels, 
is broadening still further. Output is at near capacity 
rates and prices are definitely higher. 

Ever since 1947, when more automobiles and ap- 
pliances became available, the urge to spend for soft 
goods has dwindled considerably, after a strong 
buying splurge immediately after the war’s end 
when soft goods came quickly back into peace-time 
production while durables in volume were lacking. 
Still even at its recent laggard rate, soft goods 
buying has not been abnormally low. Whereas back 
in 1948, spending of this type took about 54% of 
the consumer dollar, it had dropped to somewhat 
below 52% last year but that was still above the 
roughly 50% in 1940. 

This year’s ratio may not change much from what 
it was in 1949, but next year may be a different 
story. By that time the trend towards non-durables, 
partly forced by cutbacks in durable goods produc- 
tion, should be more pronounced. Right now it is 
somewhat obscured by scare buying which centers 
on durables just as much, if not more, than on soft 
goods. 


Improved Outlook for Non-Durables 


All of this implies a distinct improvement in the 
fortunes of non-durable goods manufacturers, 
though they, too, will feel the impact of higher cor- 
porate taxes as currently proposed. Sustained high 
and rising volume will however tend to widen profit 
margins. Their vulnerability to materials curtail- 
ment is relatively slight, in view of ample and as- 
sured supplies, and there seems no prospect of output 
limitations. 

Price controls, if they should come, are another 
matter, depending on the nature of such measures; 
they could conceivably create a margin squeeze but 
this might be mitigated (Please turn to page 540) 








MILLIONS OF DOLLARS 





TREND OF RETAIL TRADE 


TOTAL RETAIL SALES 


DURABLE GOODS STORES 


NON-DURABLE GOODS STORES 
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WHO RUNS THE WAR? 





By E. K. T. 


CONGRESS is expected to preserve the fiction of con- 
tinuous session to keep on top of the explosive world 
situation but there is not likely to be very much 
legislation not directly related to military problems 





WASHINGTON SEES: 


The issue whether congress or the White House 
is closer to the people seems headed for a real 
test in the war crisis, but there is one important 
change in the normal measurement: the lawmakers 
who usually drag behind White House demands, 
now are pulling the Executive Department behind 
them. 


President Truman got the jump on Capitol Hill 
when he sent troops to the Korean firing line and 
brought the United Nations into the fray (every step 
short of war) before he consulted congress. But 
after complaining about procedure, the legislators 
took over, blew the lid off taxes and costs, de- 
manded that the nation be placed promptly on 
an all-out war economy. Oddly enough, in an elec- 
tion year! 


Skyrocketing commodity prices and hoarding 
are the foundations on which controls are being 
constructed; which came first takes place with the 
hen and egg controversy. That there were grass- 
roots demands for price ceilings and allocations, 
even though wage “freeze” had to be involved, 
was apparent. When Bernard Baruch offered his 
concurring advice on controls all-the-way, it was 
taken to mean that business and industry were 
ready to go along. 


President Truman has reiterated he doesn’t need 
powers as drastic as congress, taking the lead, 
wants reposed in the White House; it was the joint 
economic committee headed by Senator O’Mahoney 
that wrote the policy of a pay-as-you-go war, Rep. 
Doughton who evolved the supporting house pro- 
gram. The die was cast by congress days before 
the President's message was received. 
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from this point on. House members are anxious ti 
get back home and campaign, but do not dare clos 
shop completely. They are seeking an arrangemert 
by which a two-week recess can be engineered early 





in August, after which there will be daily convening:| 


only to make a record, with a “gentleman’s agree- 
ment” not to legislate except on special calls from 
the Speaker. 


EXCEPTION to the rule of “no business” may be ai 
amendment to the antitrust laws. This is the con 
troversial proposition to make it illegal for one bus:- 
ness to acquire the physical assets of another if the 
result would tend to monopoly. Existing law forbid: 
only the acquisition of stock control under thos 
conditions; plant and machinery, or stock in trac 
can be acquired even if monopoly is effected thereby 
Between 1940 and 1947, 2,500 industrial firms wer 
wiped out by mergers or outright purchases. Eco. 
nomically small units, collectively that made up fiv 
per cent of all manufacturing enterprise in_ th 
United States, says Federal Trade Commission. 


GUNNING for Stuart Symington, head of Nationa 
Security Resources Board has been a favorite pas 
time but prediction is that he’ll come out on top wit! 
little, if any, of the powers planned for him by thi 
White House diminished. Fact is that Symington 
speaking the Truman program to congress, was tlt 
nearest available target. But when it became a ques 
tion of accepting Symington as virtual wartim 
“ezar” or splitting the job among present heads @ 
old-time agencies—Sawyer of Commerce, Chapma! 
of Interior, Tobin of Labor, and Brannan of Agr: 
culture — the NSRB chairman’s stock shot uw! 
Divided top responsibility was considered a Worl 
War II weakness and mistake. 


DRIFTING along for four years without immediat: 
attention from congress, the program of stockpilin 
strategic materials against the day of possible wa! 
has proved one of the post-Korea disappointment: 
In that length of time it had achieved only 38.4 pe 
cent of its goal with “on order” materials raising th 
figure to 50.6 per cent. Munitions Board disclaim 
total responsibility, says it was too hard to get funé: 
from congress on time, difficult to meet a _ pric 
market in a period of good times. 
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Business and government still have fresh in mind 
the J.essons of World War 2, a fact which is guiding the 
Symington office in planning civilian controls. The Security 
Resources Board is proceeding with the knowledge that the 
earlier attempt to make transition from peacetime to war- 
time production as easy as possible deprived the military 
arms of much needed materiol and justified the expression 
"too little, and too late" ; NSRB knows, too, that failure 

to coordinate was a weakness—that the idea of allocating 

raw materials and expecting them to become fabricated 
without at the same time allocating manpower, was a mistake. 


















































In the days of the earlier war, government set 
up joint boards to handle labor problems. Each side sent its 
top advocates to protect its own interests, the result was 
open warfare whereas the objective was a give-and-take 
arrangement. Correction came when government-sponsored 
labor-management committees came into existence at the 
plant level. Ona more friendly basis, the two groups were able to reach decisions 
and the improvement came naturally from the bottom up, while the notion that it could 
be enforced from the top down was abandoned. 
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the civilian heads must be clearly spelled out, never overlap unnecessarily. In spite 
of the work of the Industrial War College, the men in uniform didn't prove industrially 
expert. Civilians didn't attempt to control the military strategy, but the contrary 
wasn't true—the services sought to follow their reguisitions right down the assembly 
line. Symington, et als, are determined this won't happen again, and that is Break No. 1 
for industry. President Truman, who many consider ideally fitted for the job in 

view of his experience as chairman of the Senate Committee on War Contracts, will be 

the Supreme arbiter whenever disputes arise, as they are certain to crop up. 
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and that meant only for military services. In later years, some of the selectees were 
released to apply their skills in production of hard goods or agriculture. But it was 

a slow, cumbersome and inefficient. After many false starts, Paul V. McNutt won control 
over all manpower, but it was largely on paper, and consisted mostly of denying permis- 
Sion to civilians to shop around for new jobs, actually didn't get into the realm of 
original allocation at all. Again, it's promised that "this time it'll be different." 























President Roosevelt and congress knew from the beginning that an all-out, 
long war would require controls unheard-of before—commodity prices, rents, and even 
wages. It has been said, probably truthfully, that a more easily discouraged person 
than Leon Henderson might have given up and these things dangerously delayed; it was 
Henderson who finally persuaded the White House and Capitol Hill that, unpopular as the 
controls might be, they couldn't be avoided, and furthermore that wages couldn't be 
held down unless living costs were brought under some measure of control. The piecemeal 
enactments of the last war lessened efficacy. Some of the top brass would like to start 
right now with sweeping controls but the distance and present size of the war would, 
they are fully aware, work against civilian acceptance. 















































The number of pleasure cars traversing the transcontinental highways, as 
ll as the village streets, was the proof that gasoJ.ine and tire rationing while helpful 
Gid not accomplish the goal. One of the reasons was divided responsibility between 
two men who didn't know the meaning of the word retreat. Harold L. Ickes was Petroleum 
Administrator for War, and Leon Henderson was chicf of rationing. They couldn't agree on 
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basic policies, therefore there was little point in attempting to enforce details. 
Henderson got along better with William Jeffers "rubber czar" and the tire situation 
worked out with relative smoothness, aided by the general acceptance of synthetics and 


recapping. 














There is no record of satisfactory operation of the materials priority system. 
In theory, the manufacturer having a priority on, for example, steel had nothing more to 
do than present it to a supplyman and get delivery. It didn't work that way; a priority 
permitted its holder to enter the pit of competition and from that point he was on 
his own. Each of the armed services—land, sea, and air—considered its needs the most 
immediate, each constantly sandbagged Donald Nelson to place its needs first. Sample 
of the type of fighting was the warfare waged between Jeffers to promote the synthetic 
rubber program, and War Secretary Patterson to divert the same raw materials and man- 
power to octane gas. 












































One of the few amusing aspects of living with the war in Washington, was 
the facility with which new agencies came into oxistence and old ones disappeared as 
a means of forgetting ineffective performance or of straightening out quarrels among top 
civilian directors. The National Defense Advisory Board had four co-equal divisions 
and conflict, which was inevitable, came. Instead of creating one top job, everything 
was merged into an Office of Production Management. For some reason now lost in 
history, that soon became the War Production Board. Then that began to break up into 
segments with dictators appointed over such commodities as rubber, petroleum, agri- 
culture, and finally transportation. 


























Again, it was found that the solution hadn't been achieved. The entire team 
was called back on the field and placed under the captaincy of the Office of Economic 
Stabilization. That later became the Office of War Mobilization, and as things brightened 
the Office of War Mobilization and Reconversion (a somewhat contradictory title) 

came upon the Washington scene. There never was a Ministry of Supply, patterned after 


England's, probably the most successful of all Allied home-front operations. 



































Political action arms of the major union groups have joined in a campaign to 
urge upon congress immediate enactment of controls over commodity prices but are signi- 
ficantly silent on the idea of reinstating wage controls. Government spokesmen agree 
the labor journals are making a real contribution by carrying news stories and editorials 
pointing to the abundance of several of the items currently subjects of scare buying. 
The labor papers are carefully avoiding any tie-in between prospective higher living 
costs and higher wages, obviously convinced that the principle already is established 


and accepted. 



































Congress and state legislative bodies probably will give bills closer scrutiny 
in the future than they've received in the past. Rhode Island has just experienced an 
embarrassing situation arising out of a legislative error which will require a special 
session. A new motor vehicle code had been enacted which carried inaccurate wording 
having the effect of wiping out vital municipal powers not even remotely concerned 
with the purpose of the bill. As aresult citics have lost power to appropriate or borrow 
money, elect or appoint city officials, hold property, and perform many other essential 
functions. The official explanation: "Legislators did not study the 94-page bill before 


voting it." 





























There's a new Veterans Administration scandal ahead. The situation came to 
light with suspension of 10 VA officials in Sennessee, charged with administering the 
vocational school program for GI's. The subject is being studied on a nationwide basis 
now and there will be repercussions of real magnitude. Congress may not leave it to 
the vets' administration to clean house; pending is a bill to create a special committee 
for formal investigation. It had been gathering dust with virtually no prospect of 
enactment. The Tennessee situation has revived interest, now the measure is on the 
"likely" list. 
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Korea—lIts Impact on 


TRADE 


FOREIGN 


By V. L. HOROTH 


~ 

y extent of the impact of the “hot war” 

in Korea on the foreign trade of the U. S. and our 
international payments depends basically upon the 
outcome of the critical battle for the supply ports 
now taking place. We may know more in a week or 
two. If we are able to consolidate our toe-hold on 
the peninsula and build up our strength for the 
inevitable defeat of the North Korean invaders, the 
effect of the Korean campaign may not have any 
consequences further than the speeding up and the 
expansion of our defense preparations. Insofar as 
our foreign trade is concerned this may mean greater 
imports, particularly for stockpiling purposes, and 
smaller exports of those goods of which the domes- 
tic requirements should materially expand. Hence, 
the trend toward a smaller export surplus, notice- 
able for almost three years now, would be accelerated. 
On the other hand, the economic consequences of 
the war in Korea is bound to be far more serious if; 
after being pushed out of the peninsula, we have to 
stage a very costly “invasion” a few months hence, 
or if in the meantime another “hot war” breaks out 
along the vast perimeter of the communist con- 
trolled world. In such a case, the establishment of 
even a limited wartime economy would almost cer- 
tainly lead to the disruption of the existing pattern 
of international trade. As the Guaranty Trust Com- 
pany pointed out in its latest Survey, such a develop- 
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ea and commodities, and bring to 
a halt the progress toward freer 
trade.” 

However, the reestablishment 
of even a limited wartime econ- 
omy probably would help to solve 
some of the problems inherited 
from the last war. With the re- 
turn to a “scarcity economy” the 
problem of farm surpluses would 
probably disappear. In the field 
of foreign trade, another post- 
war problem, that of the “shortage of dollars’, would 
probably solve itself as we reassume the burden of 
rearming the non-communist world. Moreover, the 
drawing up of a line against communist aggression 
in Asia would almost certainly bring into existence 
some kind of ‘Marshall Plan for Southeastern Asia” 
and possibly various other plans for the develop- 
ment of backward countries—all of which would 
tend to increase the flow of dollars overseas. 

As the situation is today, it is difficult to say 
what the future will bring. As a matter of fact, the 
possibility of the Kremlin backtracking and offering 
the best bargain possible, before the American and 
UN strength in Korea is built up for the defeat of 
the North Korean satellite, should not be ruled out. 
The lessons that we are now learning in Korea ap- 
parently are leading to considerable ‘‘mind search- 
ing” in high places in Washington. In view of the 
tightening of belts at home, the attitude is changing 
in particular on the ability of the hard-pressed 
American taxpayer to provide Western Europe with 
both “guns and butter”’. 

Under the circumstances, we have confined our- 
selves to drawing up a simplified balance sheet of the 
United States international payments for the resf 
of the year. This will give the reader an idea of the 
flow and the use of dollars by foreign countries dur- 
ing the next few months. 
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. Western Europe as a source of 
Dollars Supplied to and Used up By Foreign tools, dies, and various other equip- 
Countries, 1949 and 1950 —_ As . _. of our domestic 
aad anleaa production facilities is diverted for 
(in billions of U. S. dollars) defense, the market here for Euro- 
Brees 0 om . pean automobiles, tractors, ma- 
Wit. 2 era chinery and tools, chemicals and 
Dollars Supplied to Foreigners Ist Half 2nd Half Year Ist Half 2nd Half | ad textiles, should expand. However, 
Private merch. purchases (imp.).......... $3.4 $3.2 $6.6 $3.6 $40 $7.6 much will depend upon Western 
U. S. Gov. merch. purchases................ 3 2 5 2 5 7 Europe’s preoccupation with her 
| “DT Set SRR ee. eee 2.0 1.6 3.6 A 1.3 27 own defense programs. Up to now 
| VERO UOTAOR : .n.. 5.5 ..---0020-2ssascoess 3? 8 a ‘ - - the Western Europeans have been 
| Other U. S. Gov. expend. 2 2 : : : : rather slow in expanding them. 
Seas ct $ 3 4 3 2 41] Apparently they still cling to the 
Private donations and remitt.......... 3 2 5 i2 ns 4 belief that the international situ- 
Tourist expenditures (net)........0.00.... 1 2 3 a 3 A ation may clear up; they are 
Total dollars supplied 8.4 7.0 15.4 6.8 7.6 14.4 with the present progress of their 
recovery and regard the American 
Dollars Used Up by Foreigners concentration on defense as @ 
ren peta aad " sr $1 4 = = es heaven-sent opportunity to win 
nf. an ividendas (ne eA R ° ° . . - . ° 
Royalties and other payments (net) B rd 3 a - 3 back some of their old markets. 
| Transportation (net) ae 3 om 5 ze a soe 
—_ — — py cece, * teen Spurt in Other Dollar Spending 
7.8 6.3 14.1 5.5 5.5 11.0 
| Excess of dollars supplied over Apart from spending dollars for 
: : : A : 
dollars used $ 6 $7 $1.3 $1.3 $2.1 $3 regular imports (reported monthly 
a oe ae r ‘ r by the Department of Commerce) 
lollar holdings ............ J g a 
Other transactions, incl. ‘unreported a considerably enhanced spending 
inflow of capital, errors, etc............ 6 3 2 4 by our overseas forces can be ex- 
| New production of gold outside U. S. 4 4 8 4 s 9 pected for such locally supplied 
| Estimate additions to — —_ : * 
po ca aileli 1.0 At least $3.0 goods as foodstuffs, clothing, minor 
a ee ne equipment, etc. Such spending may 











Increased Purchases Abroad 


It is difficult to point out any type ef imports that 
will escape being affected by the increasing indus- 
trial activity and the resulting rise in the purchasing 
power of the people, or by stock-piling, by “war 
scare” buying, hoarding, and preclusive purchases. 
In addition, the overall dollar value of our imports 
will be affected also by rising prices. One should 
remind himself that at the current rate of importing, 
a rise of one cents a pound in the price of rubber 
adds $17 million to our annual rubber bill. A rise 
of one cent in the price of sugar adds over $100 
million to the cost of our purchases; the figure for 
copper is about $10 million. 


Judged by the credits opened by New York banks 
in July, the increases in imports are likely to be the 
largest in raw materials (rubber, nonferrous metals, 
ferro-alloys, etc.) and foodstuffs (coffee, cocoa, 
sugar, olive oil, etc.). But the fear of war with 
Russia is also resulting in heavier imports of furs, 
wool, burlap, skins, and even spices. Our imports 
of semi-manufactures and manufactures likewise are 
expected to expand. For example, considerable pur- 
chases of steel from Belgium and Luxembourg have 
already been reported and negotiations are appar- 
ently in progress to bring in German steel from the 
Ruhr. 

Large orders for European machine tools are re- 
ported being placed by American buyers in Great 
Britain, Belgium, Switzerland and even Germany, 
and Mr. Roy Fruehauf, president of the Fruehauf 
Trailer Company, is authority for the statement that 
the American manufacturers of trucks may look to 
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easily exceed half a billion dollars. 
The preparation for a counter-offensive in Korea 
should benefit Japan especially and, as a matter of 
fact, Japanese industrial shares recently staged a 
considerable recovery, unquestionably in anticipa- 
tion of increased American spending. 

The accelerated stockpiling of critical and stra- 
tegic materials also should boost foreign dollar 
earnings. According to the recently published re- 
port of the Munitions Board, the dollar value of the 
stock-piled goods reached some $2 billion as of last 
June. The stockpiling of only 13 commodities (the 
most important: Beauite, iodine, lead, mica, graph- 
ite, and quinine) out of 70 has been completed. The 
stocks of chromite, mercury, and vanadium, among 
a few others, were sufficiently large to permit a 
temporary suspension in buying. Some $500 million 
was to be spent during the current fiscal year but 
last week the President requested Congress to pro- 
vide an additional $600 million, so that prospects 
are now for spending over $1 billion during the 
next 12 months to add to the reserve of strategic 
and critical materials. 

There is also the matter of “preclusive” buying, 
to keep the scarce and strategic materials from 
falling into the hands of the Russians or the satel- 
lite countries. During the last war the preclusive 
buying of chromite in Turkey, and tungsten-bearing 
wolframite in Portugal contributed materially to 
the building of the dollar reserves of those two 
countries. The Russians have done considerable 
bidding in the past months for rubber, wool, and tin, 
causing prices to rise considerably. There is no 
reason why international controls, as in wartime, 
could not be imposed, not only to keep the critical 
and strategic materials out of Russian hands, but 
to prevent price-bidding against Western Europe, 
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for raw materials, such as copper, zinc, wool, burlap, 
etc. 


Unfortunately, some of the non-communist coun- 
tries have as yet failed to appreciate the seriousness 
of the present situation and the fact that collective 
security imposes certain obligations. Among the 
countries which have chosen to follow an indepen- 
dent course of “strict neutrality” is Indonesia. Since 
the Batavia—Jakarta Government can hardly be ac- 
cused of pro-communist sympathies, one cannot but 
suspect that Russian bidding for rubber and tin 
would not be unwelcome in order to hike up prices 
so that the domestic producer will be enabled to 
make up for the lean World War II and postwar 
years. 


The Prospects for Exports 


The effect of the Korean war on our exports is 
more difficult to assess. The accelerated defense pro- 
gram—let alone a partial war mobilization of our 
economy—is bound to bring about some controls 
over the export of certain critical materials such as 
aviation gasoline, scarce metals, and roller bearings. 
A control over the export of such products as cotton 
(through smaller ECA allocations) may also be 
necessary in order to assure an ample domestic sup- 
ply and to prevent prices from rising in case of 
another short cotton crop. At the same time the 
expanding industrial activity and purchasing power 
will tend to absorb the surpluses of many other 
commodities which otherwise would have been 
pressing for export. 

All this would indicate lower exports. On the other 
hand, the desire on the part of various countries to 
secure here materials and goods—such as automo- 
biles, trucks, electrical appliances, chemicals, etc.— 
which might be affected by our defense activities, 
is expected to lead to some relaxation of the restric- 
tions on imports from this country. A few Latin 
American countries, Argentina, and Brazil among 
them, have already been reported as being more 
liberal in granting import permits. Some of the 
sterling area countries, Australia, South Africa, 
Ceylon, and India, are also expected to relax their 
import restrictions in anticipation of heavier dollar 
earnings during the coming months. 


Abundance of Dollars 


or in the Spring of 1951 when presumably we shall 
mount an offensive in Korea, we may not have any 
export surplus in our merchandise trade at all. 

With the export surplus down to about $1 billion 
or eliminated entirely, the prospects are that all the 
extra dollars that we provide foreign countries with, 
which include among others (1) European Recovery 
Aid, (2) various other aids, such as civilian supplies 
for occupied countries, assistance to Formosa, the 
Philippines, Greece and Turkey, the aid for refugees, 
etc., (3) private remittances and donations, (4) 
credits of the International Bank and the Export- 
Import Bank and (5) the flow of private capital 
overseas, would accumulate on the books of foreign 
countries in the form of expanding gold and dollar 
balances. In addition, of course, all the newly-mined 
gold which is being currently produced at the rate of 
about $850 million a year, would also be retain2d 
outside the United States. 

As the reader will see from the accompanying 
table, the chances are that these extra dollars with 
which foreign countries are likely to be provided 
over and above their requirements, plus the newly- 
mined gold, may result in the addition of at least 
$3 billion of gold and dollars to their reserves during 
the next 12 months. Similar additions during the 
past 12 months aggregated about $1 billion. 


Who Will Benefit? 


The question that naturally poses itself next is 
what countries would benefit by this unexpected so- 
lution of the dollar shortage problem which has 
dominated the international economic situation since 
the end of the war. Second, what is likely to be the 
repercussion of this development on international 
trade and currencies. 

Relatively the greatest beneficiaries of the im- 
pending change in our international balance of pay- 
ments are likely to be Western Germany and Japan. 
Being closest to the actual or potential fronts, they 
could provide light arms, foodstuffs, and services. 
Both of them have a large unused industrial capa- 
city and plentiful labor supplies, and there is no 
reason why they would not assist in rearming the 
non-communist world and thereby ease the pres- 
sure on our productive facilities. All this may solve 
the dollar problem, which in Western Germany and 
Japan is the most (Please turn to page 545) 





to Replace Dollar Shortages 


MERCHANDISE EXPORTS AND IMPORTS 





Assuming that the level of our 
exports will be maintained, despite the 
war in Korea and the accelerated re- 
arming, at about the same level as dur- 
ing the past few months, the prospects 
are for exports of about $9.5 billion for 


less than in 1949. On the other hand, 
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ports plus the overseas purchases of 
our Defense Services could easily reach 
some $8.3 billion as compared with $7.1 
billion in 1949. Hence, the export sur- 
plus which was about $5.1 billion in 
1949 would drop down to about $1 bil- 
lion or less for the full year 1950. As a 
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1950 Mid-Year Re-appraisals of 
Values, Earnings and Dividend Forecasts 
In a Mobilized Economy 


* * 


* 


Prospects and Ratings for Building Shares, Rail Equipments, 
Electrical and Farm Equipment Shares 


bd! he outbreak of the Korean 
war, its immediate and longer term 
repercussions and the ever-present threat of a widen- 
ing of the conflict—and the need to prepare for it, will 
have far-reaching impacts on our economy, injecting 
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Part II 


new uncertainties which already have 
led to important changes in invest- 
ment thinking. The foremost question, which may 
not be answered immediately, centers on the extent 
to which events will force us into a progressive war 
economy, with all that it would mean in terms of 
restrictions and controls, higher corporate taxes and 
revival of the excess profits tax, as well as many 
other changes that might flow from a move towards 
at least partial economic mobilization. 

The cost of even a “little war” and resultant de- 
mands on the economy will be substantial. Since 
these will be superimposed on an already booming 
industry, inflation pressures may grow and produc- 
tion shifts in various areas may be required. 

To assist our readers in arriving at sound invest- 
ment decisions in the circumstances likely to prevail, 
and in realigning their policies with the selectivity 
dictated by varying industry prospects under chang- 
ing conditions, The Magazine of Wall Street in addi- 
tion to its regular coverage of important develop- 
ments at this time presents its Mid-Year Security 
Re-Appraisals and Dividend Forecasts with particu- 
lar emphasis on the strategic position of individual 
industries in a mobilized economy, outlining poten- 
tial impacts of war and preparedness planning, vul- 
nerability to excess profits taxes, as well as basic 
factors in operation. 

The key to our ratings of investment quality and 
current earnings trends of the individual stocks—the 
last column in the tables preceding our comments— 
is as follows: A+, Top Quality; A, High Grade; B, 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus: 1— 
Upward; 2—Steady; 3—Downward. For example, 
Al denotes a stock of high grade investment quality 
with an upward earnings trend. 

Stocks marked with a “‘W” in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter “X.” Purchases for apprecia- 
tion should of course be timed with the trend and 
investment advice presented in the A. T. Miller 
market analysis in every issue of this publication. 
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QO; the many serious economic problems posed 
by the Korean crisis none is more puzzling than the 
proposed cutback in home building. No one seems 
at all certain how the potentially restricting effect 
on representative manufacturers of building supplies 
should be appraised. This uncertainty appears to 
reflect widespread confusion among both prospective 
buyers and builders. While some observers detect 
caution among would-be home owners, others report 
a belated rush to make down payments on houses on 
the theory that real estate costs are more likely to 
rise than to decline. In all the guessing as to what 
the future may hold in store, a few significant facts 
stand out: 

(1) Residential construction, measured in terms 
of building starts as well as in dollar volume, is 
virtually certain to establish an all-time record this 
year. 

(2) Profits of major suppliers promise to approach 
or exceed peak totals of 1948 despite narrower mar- 
gins and increased operating costs. 

(3) Prospect for gradual slackening in housing 
may be offset to some extent by further upturn in 
expenditures on plant enlargements. 

(4) Tightening of credit restrictions undoubted- 
ly is favorable for the longer term even though it 
should curb operations for a while. 

(5) Probably more important than other influ- 
ences is the fact that demand still is large for hous- 
ing and has been only partially satisfied by high 
rate of construction in recent years. The ratio of 
new dwelling units constructed to number of new 
families over the last two decades has been excep- 
tionally low. No one doubts but that more families 
would cwn their homes if reasonably satisfactory 
houses were made available at prices within the 
reach of moderate incomes. This factor is important 
to keep in mind in appraising the outlook for the 
building industry when the time comes for relaxing 
restrictions arising from wartime conditions. 

The stock market has taken a pessimistic attitude 
toward prospects for suppliers of building materials. 
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How Soon Will 


BUILDING BOOM 
Come to a Halt? 


By J. C. CLIFFORD 


This may or may not prove to have been the correct 
analysis. In jumping to conclusions based on experi- 
ences of a previous crisis, the investing public has 
not always been infallible. In registering anxiety 
over the outlook for residential construction, the 
market has chosen to ignore all indications of fancy 
earnings for 1950. On basis of results thus far this 
year and economic conditions as found at present, 
economists are willing to project earnings well above 
average for representatives of the building industry. 
This view is based in part on an evident rush by 
contractors to accumulate all essential materials as 
quickly as possible. Wholesalers and jobbers are 
busily enlarging inventories of standard products. 
Hence, manufacturers readily may count on a high 
rate of sales throughout remainder of the year. 


Uncertainties Ahead 


Anxiety for companies in this field must be based 
on possible future developments, therefore, not on 
more clearly outlined favorable factors looming over 
the near term. No one knows, of course, how restric- 
tive new measures may prove in harming sales of 
building supply companies. Demand likely would 
slacken in any event after warehouses have been 
filled. Moreover, a slower pace in residential con- 
struction well might have come about next year even 
had there been no Korean disturbance. Followers of 
the 18-year cycle theory in housing would expect a 
dip in 1951, for that year logically should be marked 
for recession since it comes 18 years after 1933, the 
last previous low point. 

Regardless of whether a cautious attitude is justi- 
fied at this point, it seems well to consider what has 
been taking place this year as a basis for evaluating 
stocks representing the building industry. After all, 
facts should not be ignored in endeavoring to formu- 
late an investment program that naturally must also 
take into account what the future may hold in store. 
Wherever one goes today, he must be impressed by 
the large number of homes under construction. 
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Housing starts, according to Government compila- 
tions, approximated 686,900 non-farm dwelling units 
in the first six months this year. For the full year 
the total may reach close to 1,300,000 unless tight- 
ening of credit restrictions should prove more seri- 
ous than seemed likely in the first few weeks of war- 
time economy. In any event, last year’s record of 
more than 1,025,000 starts appeared to be certain 
of being surpassed. Dollar volume for all types of 
new construction, on basis of totals compiled for the 
first six months, is expected to approach $25 billion. 
Such a showing would compare with almost $21.6 
billion last year and with a volume of less than $16 
billion in 1947. 

In absence of definite standards for determining 
amounts of credit that may be extended under re- 
vised regulations, it is difficult to form adequate 
ideas on how much a cutback in construction may 
result, but economists feel that housing starts may 
not decline more than 10 to 12 per cent unless full 
scale hostilities should eventuate. Under such condi- 
tions, private building undoubtedly would be virtu- 
ally placed at a standstill. Effects have been mixed 
so far, according to scattered surveys. In some areas, 
speculative building has been retarded, while new 
homes built to order have shown an uptrend. 

Fears that materials may become scarce no doubt 
have influenced a cautious attitude on part of build- 
ers who would not undertake new projects without 
assuring themselves of electrical fixtures, plumbing, 
etc., with which to complete new homes. Incidentally, 
this desire to procure all necessary supplies has 
stimulated sales of lumber, plaster, roofing as well 
as essential fixtures. Orders for lumber have mounted 
at a rate well in excess of deliveries. Manufacturers 
of furnaces, window glass, kitchen cabinets, plumb- 
ing, etc., have been swamped with orders for prompt 
delivery. 

It is this sort of ‘‘non-recurring” boom that makes 
difficult an accurate appraisal of prospects for build- 
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ing supply companies. Almost all representative 
companies appear headed for an excellent year so 
far as sales are concerned. Gross margins also prom- 
ise to be highly satisfactory. If tax rates are raised, 
net profit will be smaller than otherwise would have 
been the case; and, if such higher rates are made 
retroactive to beginning of the year, results may 
prove disappointing to stockholders. These problems 
are applicable to all industries, however, and are not 
peculiar to building alone. Even under the most un- 
favorable circumstances, however, it seems likely 
that most leaders in their respective fields may fare 
better than had seemed probable at this time a year 
ago. 


Some Recession Possible 


Industry spokesmen were looking forward at that 
time to a setback in 1950 in the belief that construc- 
tion had moved ahead too rapidly last year. Few 
thought then that the high 1949 total of new starts 
would be surpassed this year. Most observers antici- 
pated a greater curtailment of non-residential con- 
struction than actually has occurred. 

By some measurements, the high rate of activity 
experienced in the last two years appears to have 
been too rapid to continue. Mortgage debt, it has 
been pointed out, has climbed to a record peak of 
more than $37 billion, or almost double the top re- 
corded for the boom of the 1920’s at slightly less 
than $20 billion. This figure may not be excessive, 
however, when allowance is made for price inflation 
and enlarged national income. It probably is no high- 
er per family than 20 or 25 years ago. But a tighten- 
ing in credit standards may be regarded as salutary. 
Terms have been made relatively easy for new home 
buyers. A period of consolidation—and perhaps more 
price inflation — would improve the situation for 
home owners as well as for lending institutions which 
have advanced funds for housing construction. 

Nothwithstanding the boom since the war, how- 
ever, statistics indicate that a great many more new 
homes could be used. The ratio of dwellings started, 
as reported to Washington, has remained abnormally 
low in relation to the number of new family units 
formed. In the first decade of the present century, 
for example, new housing starts were approximately 
equal to the number of new family formations, while 
in the next two decades (which included the first 
World War and the boom of the 1920’s) there actu- 
ally were fewer new families than new housing 
starts. The slump of the 1930’s reduced residentia! 
construction to only slightly more than half of the 
number of new families and the ratio in the past 
decade rose to only about 70 per cent. Allowing for 
obsolescence of houses and apartments, which has 
been greater in the past decade than ever before, 
probably the real demand for “good” housing is as 
large as it ever has been. 


Heavy Competition 


There is one characteristic of the industry, how- 
ever, that makes the average investor cautious, and 
that is the keen competition existent in almost all 
phases of supplies. In lumber, for example, no sub- 
stantial investment is required to enter the business. 
There are thousands of small mills that prosper in 
good times and suspend operations when the going 
“gets rough.” Cement may be produced in compara- 
tively small plants that require rather moderate in- 
vestments. High freight (Please turn to page 546) 
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3.75 


3.16 


8.72 


‘13.51 


33.9(i) 


~ 23.6(m) 


9.3(i) 
69.7(m) 
3.0(m) 

26.1(i) 


36.6(m) 


95 (14. 


12 months ended June 30, 1950. 
Year ended June 30, 1949. 

6 months ended Dec. 31, 1949. 
Year ended Oct. 31, 1949. 


15.4% $5.31(a) 


ay 


"ga 


10.8, 


: 7 


68 


05 


11.4 


14.5 


“15.5 — 


“16.4 


13.1 


15.9 


13.40 


11.4 


7 


‘18.2 


1.2 


9.1 


46(m) 


1.15(¢) 


~61(f) 


1.54() 


1.54(h) 


-70(m) 


3.27(i) 


2.94(i) 


5.00(i 


7.10(1) 


2.01(i) 


~1.84(m) 
~ 2.091) 


88(m) 


3.85(i) 


4.08(m) 


13(m) 


‘1.93(i) 


"4 


~.03(m) 


“19% 


91% 


31 $2.50 


8.0% C+ 


Consumption of cement likely to be stimulated | 
by armament program and earnings should 
top 1949 results. Larger extra dividend seems | 
possible. | 





“SLL 1.25 
16% 2.00 

1.50 , 
2100" 


22% 2.25 


20 «2.00 


23.~—~—«2.50 


23% 275— 
37% 2.50 
39% 
60% 4.50 
48% 2.00. 


15% 
31 
32 

‘45. —-3.25(k) 
9.00 
‘™ 60 
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(f) 6 months ended April 30, 1950. 
(g) Year ended Nov. 30, 1949. 

(h) 6 months ended May 31, 1950. 
(i) First half 1950. 


11.7 


2.50 


8.0 


10.0 


10.8 


6.6 


C+ 


Despite threat of steel shortages in wow | 
months, good recovery in net profit assured 
and chances seem favorable for liberal year- | 
end dividend. 


B ‘Decline in earnings for fiscal year ended in| 
June came chiefly in first half. Outlook more 
promising now for future as well as for regu- 
lar $2 rate. 

B Upturn | in repair “work “expected prior “to re- 
strictions on construction should sustain de- 
mand for insulation and roofing. Dividend may 
remain conservative. 


Plant expansion contributing to larger volume 
and earnings recovery, but hint of restrictions 
points to downturn next year. Year-end extra 
dividend possible. 


B Prospect for recovery in industrial construction 
tends to offset adverse effects of damper on 
residential building. Earnings may not be! 
much reduced. 


B Moderate improvement in earnings foreseen | 
for year ended November as result of drop in| 
costs and improved margins. Regular $2 divi- | 
dend likely to be maintained. | 


B Demand for roofing, sidings and related items | 
likely to hold up better than other materials, | 
but margins have been unfavorable. Dividend | 
coverage adequate. 

Although drop in residential building would be 
unfavorable, repair jobs are important. Earn- 
ings seem to assure regular $2 rate and gen- 
erous extra. 
































A Increased operating efficiency | and improve- 
ment in labor relations point to sharp earn-,| 
ings recovery. Higher dividend foreseen with | 
benefit of extra. 

B Favorable first half ~ showing expected te to y be | 
repeated in last six months, indicating earn- | 
ings close to $6 a share for year and possibly | 
sizable extra payment. | 











B Potential demand in armament expansion pro- | 
gram improves outlook for sales and earn- 
ings, suggesting net profit of more than $11 
a share and liberal dividend. 


B Sharp expansion in sales “following settlement | 
of labor dispute forecasts wide gain in earn- | 
ings in year just ending, but conservative divi- | 


dend policy seems likely. 








High rate of production in enlarged plant | 
facilities points to record earnings, but de- | 
mand would be retarded by slackening in| 
housing. Larger year-end extra possible. } 





8.0 


B Prolongation of wartime economy would likely 
reverse recent improvement in orders. Earnings 
this year promise to top 1949. Regular $2.50 | 
dividend seen. 








pected to continue well into last half and earn- | 
ings should range above $5 a share. Year-end | 
extra likely. } 

A High rate of production in motor cars and | 
residential boom point to earnings rise to 
about $4 a share and dividends may approxi- | 
mate half of net profit. 


ame 
Sharp recovery in second quarter earnings ex: | 








2 


9.8 


8.3 


: BR Boom in sales expected to lift profit margins 


c+ 


: B Revitalization of management and improved 


B Paint sales may not be adversely affected by | 
projected cutback in housing, but higher costs | 
may trim profit margins in 1951. Dividend | 
amply protected this year. 








and point to earnings higher than in 1949. | 
Generous cash dividend and another stock | 
distribution indicated. 





A Although near-record earnings anticipated for 
this year, volume would be adversely affected 
by drop in construction. Outlook favorable for 
_generous 1950 payments. 

“Reduced demand for industrial valves and 
keener competition depressing earnings, but 
worst effect probably past. Year-end dividend 
may equal 25-cent mid-year payment. 








labor relations account for rebound from ex- 
ceptionally poor 1949 showing. Regular $1 
dividend may be aided by year-end extra. 





(j) Year ended Aug. 31, 
(k) Plus stock. 

(l) 9 months ended May 31, 1950. } 
(m) First quarter 1950. 


1949. 











AUGUST 1950 
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By 
ROGER CARLESON 


ae substantial and pro- 
gressive improvement in 
the placement of freight 
car orders in the first half 
year has partially dispelled 
some of the dark clouds 
hanging over the car build- 
ing industry at the start of 
1950. Backlog orders, 
though, are still far short 
of a year ago and deliveries 
since the start of the cur- 
rent year have been so limi- 
ted that satisfactory earn- 
ings have been impossible. 
Despite prospective gains in the final six months, 
net profits for full 1950 will probably fail to match 
1949 by a considerable margin, but looking. further 
ahead, several encouraging factors have appeared. 

Manufacturers of locomotives in a position to con- 
centrate on production of Diesels have fared fairly 
well, although heavy competition has tended to nar- 
row profit margins. Orders for steam locomotives 
have been virtually nil and the prospect for their 
reappearance on any significant scale is remote. 
Through increasing experience, the railroads have 
learned the far greater efficiency of Diesel power 
and are broadly adopting it to replace steam equip- 
ment. Incoming orders for Diesel locomotives have 
been on a scale to permit continued operations on a 
mass production basis, and provided volume will 
remain reasonably stable, the leading firms should 
do quite well. 

Statistically, the fact that the Class 1 railroads 
placed orders for 36,219 freight cars in the first 
five months of 1950, or almost seven times as many 
as in the corresponding period of 1949, gives ground 
for encouragement. The comparison, however, is 
with an abnormally low base. Production figures and 
backlog orders clarify the picture better. The rail- 
roads placed only 9,148 new freight cars in service 
in the first five months of 1950, leaving a total of 
41,439 remaining on order on June 1, compared 
with 47,869 a year earlier and 111,336 on June 1, 
1948. While compared with backlog orders of only 
14,369 at the start of 1950, the improvement has 
been quite notable, it is evident that much larger 
gains will be needed to place the industry’s opera- 
tions in a really profitable basis. 

Supporting hopes that production of freight cars 
may expand measurably from now on are several 
constructive factors. Strong assurance is provided by 
the recent action of 132 major roads in a Chicago 
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convention, whereby an agreement was reached to at 
once order at least 63,000 cars, while other roads in- 
dicated that an additional 19,000 cars would be 
ordered. Including the 40,000 now on order, the total 
amount of business on hand or in sight for manu- 
facturers and the railroads shops exceeds $670 mil- 
lion. If steel priorities are put into effect, as seems 
probable, the rail equipment industry may be turning 
out freight cars at a 10,000 monthly rate for at least 
a year to come. Although the Class 1 railroads have 
purchased and placed in operation a large num- 
ber of freight cars in postwar, as well as recon- 
ditioned many others, retirements of obsolete equip- 
ment in the past year have exceeded deliveries by 
more than 20,000 units. The current net fleet of 
approximately 1.7 million cars is also not desirably 
balanced in its proportion of box, gondola and flat 
cars, and fears are mounting that equipment to 
move this year’s crops alone may be short and 
create some serious bottlenecks. 


Old Box Cars Could Be Replaced Profitably 


As for box cars, the railroads claim their present 
supply would be ample, except for delays in return- 
ing the cars by carriers operating largely in the 
eastern section, and during the crop season when 
they are sorely needed in western areas. It has 
become apparent, however, that an investment in 
more modern box cars would pay off very liberally, 
as has been the case with substitution of Diesel 
locomotives for steam. The old type of box cars now 
in use are unnecessarily small, slow and susceptible 
to shock damage; damage costs to freight are pres- 
ently cutting into the operating profits of the rail- 
roads to the annual extent of several hundred million 
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dollars, much of which could be saved if modern 
equipment were installed. 

The action by several large insurance companies 
in the current year to offer financial assistance to 
the railroads on a huge scale in acquiring new 
freight equipment seems pretty certain to overcome 
their traditional reluctance to expand the fleet of 
new freight cars as rapidly as they should have 
done long ago. The main stimulus to the uptrend in 
order placements in the current year has stemmed 
from the plan announced by the Equitable Life 










Assurance Company a few months ago. This financial 
aid involves an offer by Equitable Life to purchase 
the cars and rent them to the railroads for 15 years 
on terms that would repay their cost and assure a 
reasonable interest return on the capital employed. 
Under the plan, the railroads not only would have 
to put up no cash, but could effect tax savings by 
charging rentals paid against operating income. 
The Equitable is well protected against potential 
losses by a joint agreement with the car builders 
whereby they provide (Please turn to page 542) 




















Position of Leading Rail Equipment Companies 





1949 





— First Quarter 1950 — 
Net Net Net Net 
Sales Net Per Sales Net Per 
($ mill.) Margin Share ($ mill.) Margin Share 


American Brake Shoe. $917 43% 
x 








| 


|Amer. Car & Foundry. 219.6(c) 2.2 





Div. 
1949 Price 


$3.22 $ 46.4(a) 5.4% $2.15(a) $2.00 34% 35 -30% 


4.85(c) 147.4(b) .03 (d)1.80(b) 3.00. 


Price Invest- 

Range ment 
1949-50 Rating COMMENTS 
"B2 Rather stable replacement demand benefitting | 
operations. Backlog orders slightly up. Earn- | 
ings should sustain 50 cents quarterly divi- 
ends. ee aa 
Sharply reduced earnings have caused omis- 
sion of preferred and common dividends. In-| 
creased Government and railroad orders may 
improve outlook but dividend resumption un- 
certain. 


Recent 


28 33%-21% C+1 








2.50 


American Locomotive... 147.2 3.9 283 4.1 AT 


| Baldwin Locomotive 119.0 3.0 1.41 45.9(a)3.4. ~—~«.62(a) 





IBudd Co. 266.6 5.6 2 4.12—«*17.5(a) 8.0 —3.06(a) 


General Amer. Transp. 109.9 6.0 5.62 208 67 
| Xx 
| | 





1.40 


117 3.00 50% 


C-+2 Getting larger share of diesel locomotive busi- 

ness but competition restricting earnings. 
Reduced 25 cents quarterly dividends will 
probably hold. Company may receive sizable 
war orders. 


Yn 3a. 254 C2 Heavy competition inducing some shrinkage in 
12% 13% 8% C+2 backlog orders, and income impaired by no 
dividends received from Midvale Steel. Divi- 
dends at recently reduced 15 cents rate may 

continue. 


16. 18%-12% 











er Dual production of railroad passenger cars and 
automotive components tending to lift earn- 
ings. Ample coverage of recently advanced 35 
cents quarterly dividends indicated. 
Operations much stabilized by car rental busi- 
ness, as well as by diversification. 1950 earn- ' 
ings may equal $5.62 a share in 1949. Regular | 
75 cents quarterly dividends secure. 


70 15% 18% 7% 





53%-413%4 Bl 





|Gen. Railway Signal... 12.3. 7.7 254 28 
; x 


6.8 49 


|Lima-Hamilton 438 38 86 10.3 


, ‘ 

’ . . 

; | b 
> 


‘ New York Air Brake 155 8.1 491 _ 


Poor & Co. “BY Ca. i AD 


1.75 20% 
See 9% 10%- 6% C-+1 Sizable orders for diesel locomotives and | 
~——*1,97(a) 2.00 31  33%4-24% 


1.50 12% 1 


B2 Outlook for satisfactory earnings is bright, | 
ve to ICC required installation by railroads | 
of company’s numerous specialities. 25 cents | 
quarterly dividends safe and year-end extra | 
possible. 


2434-15"% 





power shovels should sustain reasonable earn- 
ings. No change in 15 cents quarterly divi-| 
dends likely. } 
Some improvement in primary line from cur- | 
rent low status probable, but 1950 earnings | 
unlikely to match 1949 $4.91 a share. 50 cents 
quarterly dividends should continue to be paid. | 





Bl 


14%- 8% C+2 Uptrend in railroad earnings may encourage 
larger order placements for company’s spe-| 
cialties. 1950 earnings may recede but without | 





“412 4.0- (d).47 


adverse effect on 25 cents quarterly dividends. 
Shortage of orders have caused plant shut- 
downs and brought operation deficits. While| 
conditions may improve, partly through acqui- | 
sition of other concerns, resumption of common | 
dividends seems remote. 


9% 10%- 4% Cl 





Pullman... . 2346 23 «242 305 3.1 43 


Symington-Gould..... 100 66 66 32 85 27 


2.00 36% 


50 


3914-308 Bl Participation in Equitable Life plan a con- | 
structive factor, and income from the Kellogg | 
division should aid earnings, but 1950 net may 
show moderate decline. Strong finances and | 
a reduced capitalization stabilize dividends. 

7\% 7- 35% C2. A producer of castings, including many rail- 
road car components. Company diversifying 
products but scant orders hold earnings down. 
Dividend record irregular but 25 cents quar- 
terly payments may continue. 





t Union Tank Cor... 16.4 21.70S—«3S i 
x 


2.60 33% 


Long established car rental business ond excel- | 
lent dividend record strengthen merit of com- 
pany’s shares, though increased competition | 
from pipe lines and trucks may reduce earn- 
ings slightly. 65 quarterly dividends safe. 


3634-30% B2 





76.0 13.1 3.14 12.4 133 52 


Ve om \Y 


West’gh’se Air Brake 
X 


-_ 


2.00 26% 


Sales and earnings temporarily reduced by 
scant orders, but company’s competitive posi- 
tion and finances so strong that regular quar- 
terly dividends of 50 cents shou!d continue. 
Military business may be undertaken. | 


36%-21% Al 





Youngstown Steel Door 9.6 7.2 1.05 1.6 — 


ee “to 


1.00 


1412 Improvements in freight car construction 
should slightly expand demand for company’s 
products and tend to improve 1950 earnings. 
25 cents quarterly dividends seem amply 
protected. 


15%-10% C+1 





(a) First-Half 1950. 
. ; (b) Year ended April 30, 1950. 








(c) Year ended April 30, 1949. 
(d) Deficit. 
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By PHILLIP DOBBS 


Ee he return to seasonal buying of farm equip- 
ment, following a several years’ scramble for almost 
everything available in the market, reduced sales 
and earnings rather generally throughout the in- 
dustry in the first quarter of fiscal 1950. We remind 
our readers that most concerns in this group gear 
their accounts to a year ending October 31. In the 
second quarter ended April 30, earnings quite gen- 
erally likewise fell below a year ago, but since then 
the gap has probably narrowed, and signs are multi- 
plying that the full year may prove to be somewhat 
better than had been anticipated a few months ago. 

The vast extension of mechanized farming in post- 
war has progressively brought demand for tractors, 
combines, plows and related equipment to a replace- 
ment basis, with a contraction at the same time of 
new acquisitions. An adverse influence on sales in 
the current year has also been the shrinking in farm 
income, officially estimated in 1950 at about 10% 
below the preceding year. Since for a long time past, 
the farmers have allotted about 6% of their annual 
net income to the purchase of new equipment, it can 
be accepted that buying in the current year will be 
somewhat reduced, although farmers’ holdings of 
cash, bank deposits and U. S. Savings Bonds on 
January 1, 1950 aggregated $19.1 billion compared 
with $4.1 billion ten years before. 

As matters now look, however, some upward revi- 
sion of estimated farm income this year may be 
necessary, due to increasing crop prices, ample sup- 
plies of animal feeds and the benefits of progressive 
mechanization and better fertilization. Some trade 
estimates point to a possibility that net farm income 
in 1950 may recede no more than 7%, despite the 
fact that plantings of wheat are down 12.6%, corn 
lower by 5.9%, rice 10.5%, peanuts 12.3% and flax- 
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seed plantings off 22.5%. Whether these declines 


in acreage may be offset by firmer prices throughout | 
the fall remains to be seen, but eurrent market | 
trends at least suggest such a potential. Much will [7 
hinge on how long the current urge to hoard food [7 
supplies persists, or whether and how soon the Gov- [| i 
ernment may enter the picture with price controls [ 
or to unload some huge carry-overs of last year’s [ 


crops. During the balance of 1950, crops of basic 


commodities must be supported at 90% of parity, a 


thus assuring the farmers of substantial prosperity 
in any event. 

Of more important influence on the outlook for 
farm machinery manufacturers in the second half 
of the fiscal year is a reported buying spree that got 


- What About. .... .§ 
FARM EQUIPMENTS? 








under way soon after the start of the Korean war. | 
All over the nation, it is said that farmers have | 


rushed to buy such new equipment as corn pickers, 
tractors and combines to an extent that has rapidly 
depleted inventories in many sections, and in some 
cases has pushed production of tractors to record 
high levels. As much of this purchasing rash is out 
of season, it can only be attributed to widespread 
fears of coming shortages or price rises. While such 
fears are greatly exaggerated, of course, the farm- 
ers seemingly are taking no chances and may con- 
tinue their buying until convinced that hoarding or 
precautionary acquisition of equipment is unneces- 
sary. 


War Orders for Farm Machinery Companies 


While the farm machinery group may possibly 
experience some curtailment of their steel supply, 
along with many other producers of durables, it is 
yet too early to appraise how this will affect their 
operations. The mere prospect of such an eventu- 
ality, though, should tend to establish greater price 
stability throughout the industry than has existed 
earlier this year under severely competitive condi- 
tions. Tight steel, though, has forced a number of 
equipment manufacturers in the forepart of 1950 
to pay premium prices or to employ conversion meth- 
ods, with consequent adverse affect on profit margins 
and earnings. In the light of present circumstances, 
the prospect of any near term relief is rather 
remote. 

As for prospective receipt of substantial mili- 
tary orders, the farm equipment industry would be 
a “natural”, at least for items such as tanks, gun 
mounts, etc. In the last war, most units in the group 
converted to large scale military output, but unless 
the Government program now forming gets beyond 
the bounds of limited mobilization, there will be 
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ample facilities for peace and war needs alike, in 
view of postwar expansion of plants. To the extent 
that Government orders involve sales of regular 
items such as trucks, tractors and earth-moving 
equipment, the manufacturers normally producing 
these may benefit to some extent, but it should be 
realized that Federal pricing policies are tight. More- 
over, the institution of excess profit taxes may be- 
come burdensome because of the likelihood of a 
high postwar earnings base. 













RoR tal nt all 


Profit Margins May Narrow 


Under heavier competition in the last two fiscal 
| quarters, producers of farm machinery have in- 
‘creased their sales and promotional efforts, and in 
‘this process the additional expense has tended to 
‘narrow operating margins as a rule, a factor of in- 
- creasing significance in a period of declining sales. 
| Dealers also have increasingly demanded term pay- 
' ments in restocking inventories in contrast to less 
/ cash terms in most of postwar. This trend, however, 
' is merely a widespread return to prewar practices, 
' and provided a manufacturer can readily finance 
> such extended credit, which under current conditions 
” is quite easy, the interest charged represents a supple- 
' mentary source of revenues. Time paper of this kind 
‘fnds a ready market among banks at reasonable 

rates, and International Harvester, for one, has 
formed a sizable subsidiary to handle the financing 
of its dealers. 

With satisfaction of deferred demand now a 
factor, the producers of farm implements have en- 
tered a period where units sales are unlikely to 

| match those of recent boom years and margins may 











narrow under the impact of intensified competition 
and reduced prices. On the other hand, the much 
larger number of machines and related equipment in 
use should substantially swell sales of replacement 
parts on which satisfactory margins can be main- 
tained. Replacements of major equipment, such as 
tractors and combines, normally occur at a more 
moderate rate, since their useful life is longer. Im- 
provements in design and operating efficiency, 
though, provide a steadily increasing incentive for 
prosperous farmers to provide themselves with the 
most up-to-date machines, hence sales by the lead- 
ing producers should level off on a plateau substan- 
tially above prewar. The development of hydraulic 
controls, for instance, has gone a long way towards 
lending more efficiency to many types of farm 
machinery, still further reducing hand labor costs 
for the farmers. 


First Half Results Vary Widely 


Operations and results of the leading farm equip- 
ment manufacturers varied considerably in the first 
half of the current year, reflecting varying operating 
advantages and success in promoting sales. In the 
first quarter of fiscal 1950, all of the leaders re- 
ported sales below a year earlier, the decline ranging 
from 3% for Deere and Company to 62% for J. I. 
Case. In general, accordingly, the industry started 
fiscal 1950 with a poor performance, although good 
cost controls enabled some concerns to show fairly 
good earnings despite reduced volume. In the first 
period, F. E. Myers lifted earnings by 27%, in con- 
trast to a substantial loss (Please turn to page 540) 





————— 1949 —— 
Net 
Sales 


($ mil.) 


Net 
Per 
Share 


Net Net 
Sales Margin 
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Position of Leading Farm Equipment Stocks 

. —— First Half 1950 —— 
Net 
Per 
Share Price 


Invest- 
Div. ment 
Yield Rating 


Div. COMMENTS 


1949 


Recent 





| Allis-Chalmers $351.0 5.3% $ 6.99 $161.6 6.3% 


| Avery (B. F.) & Sons 9.6(a) 4.1 2.50(a) 4.0(f) 


| Case, J. 1. 156.0(b) 11.2 17.52(b) 48.9(g) 


| 
! 
| 
| 
| 
{ 
| 
| 


|Deere & Co. 361.6(b) 10.9 12.42(b) 182.5(g) 10.6 


WwW 


|Gleaner Harvester 11.6(c) 21.9 6.36(c)  3.4(h) 15.5 


| Internatl’ Harvester 908.9(b) 7.4 4.36(b) 438.7(g) 5.3 


73.5(b) 8.6 7.20(b) 25.6(g) 3.6 


Minneapolis Moline 


10.8(b) 8.9 5.4(g) 


Myers (F. E.) & Bros. 4.68(b) 


| 
| 
| 
| 
| 
|— 
| 
| 
| 


Oliver Corp. 101.3(b) 6.0 7.19(b) 42.5(g) 


(a) Year ended June 30, 1949. 
(b) Year ended Oct. 31, 1949. 
(c) Year ended Sept. 30, 1949 . 
(e) First Quarter 1950. 
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5.€0(g) 44 


1.35(h) 17 
1.61(g) 27% 
.77(g) 1136 


3.48(g) 45 


2.46(g) 217% 


B2 A potential decline in sales may bring some- | 
what smaller earnings, but without creating a} 
threat to stability of quarterly dividends at the 
rate of 50 cents a share. | 


C2. Unsatisfactory earnings have forced the com. | 
pany to defer dividends on both the preferred | 
and common stocks. Unless sales improve sub- | 
stantially, the dividend outlook wil! remain | 

ork. | 

B2 Should earnings recede to around $10 per 
share, as may happen, the 75 cents quarterly 
dividend would be amply secure, though a 
year-end extra might not equal the $2.80 paid | 
last year. 


31% $2.00 63% 





38% 2.00 5.1 





5.00 VI.S i 
earnings at a relatively high level. The 25 cents 
quarterly dividend payable September 1 has 
been supplemented by a special of 75 cents 
a share. 

C-+2 Although earnings for the last nine months 
have not fully covered dividends, 50 cents a 
share has been paid regularly through June. 

_ How long this will continue is uncertain. 

B2 Recent marked improvement in volume should 
hold through the current fiscal year. Payment 
of 35 cents quarterly dividends is well assured 

__ond another year-end extra can be expected. 

C2. Diversified output may be a stabilizing factor, 
but earnings in first half year barely covered 
quarterly dividends of 30 cents per share. | 
Their stability appears not too assured. 


B2 A leading maker of pumps and spraying 
equipment well favored by farmers. Business 
is efficiently managed and earnings continue 
fairly stable. Quarterly dividend recently ad- 
vanced to $1 per share. 


19.1 


3:25 


6.2 


3G #9 








3.00 646 


Conservative dividend policies that hold quar- 
terly payments to 50 cents a share assure sta- 
bility and suggest increased liberality, despite 
a prospect of slightly lower earnings. 

(f) 9 months ended March 31, -950. 

(g) 6 months ended April 30, 1950. 

(h) 9 months ended June 30, 1950. 


3.00 13.6 C+2 
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The ELECTRICAL EQUIPMENTS 


The first half of 1950 —LOOKING TO 1951 ventories that currently are| 


not at all overloaded. Such 


satisfactory for most manu- By H. F. TRAVIS a prospect suggests that 


facturers of electrical equip- 

ment and home appliances, fully confirming our 
optimistic estimates early this year. If it were not 
for unpredictable circumstances soon to appear as a 
result of military measures, the outlook for this in- 
dustry would continue bright for the rest of the 
year. Despite a crop of new problems now appearing, 
though, it is possible that the industry’s momentum 
may be relatively well sustained in the remaining 
months of 1950. 

The record construction of new homes, the up- 
trend in national income, prevalence of easy credit 
terms, an increasing availability of electric current 
and more confident dealer attitudes in the first half 
year combined to stimulate sales. Manufacturers of 
electrical products, from giant generators to small 
electric irons, found an ample supply of raw mate- 
rials with which to expand improved lines of output 
and benefitted from widespread confidence that sell- 
ing prices in general would be stable despite keen 
competition. Operating schedules consequently were 
maintained at high levels and margins on larger 
sales were widened, all to the benefit of net earnings. 

The rapidly approaching changeover to even a 
limited military economy naturally will involve some 
curtailment of consumer durables production. Cop- 
per and steel, indispensible to the manufacture of 
numerous munitions, are already in tight supply, 
and as these metals are equally essential in making 
electrical equipment for civilians, output of much 
desired home appliances seems certain to be cur- 
tailed. For this very reason, however, it will be 
strange if the demand for these items does not 
rapidly expand, thus tending to deplete dealer in- 
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wholesale orders will pile 
up at the manufacturing level and strain capacity 
at least through the third quarter, unless Goverr- 
ment rulings previously enter the picture to inter: 
rupt the flow of needed materials. In other words, 
there is small doubt that demand will remain un- 
usually strong, leaving the supply of appliances 2 
major problem for their producers. 

In the circumstances, it is possible that many 
manufacturers, excepting the producers of heavy 
equipment will have a problem of excess capacity ot 
their hands, and whether the gap can be rapidly 
filled by military orders will hinge on the policie 
and decisions of the Federal authorities. The broai 
experience of businesses in this field in electronics 
their notably efficient operations in the last war ani 
the readiness with which their facilities could b 
converted to military output lend a very encouragin¢ 
aspect to the problem ahead. Sales of military part: 
and equipment are already substantially swelling 
over all volume of numerous firms in the field, as wel 
as their earnings. 

The highly technical character of electric device 
and the special experience needed to produce item 
involving electronics, radar, control and range fint: 
ing equipment, should influence the Government al: 
thorities to be relatively lenient in their pricing 
policies or renegotiation activities. While no prof: 
teering will be permitted, it has become evident that 
substantial military orders have enabled numerot 
appliance makers to earn very satisfactory return 
on such business in the first half year. 

Now that corporate taxes will soon be raised, aside 
from a probable return of (Please turn to page 543) 
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d) Deficit. 
(e) 


a) Year ended Sept. 30, 1949. (f) Paid 3% in stock. (k) 9 months ended Mar. 31, 1950. 
b) Year ended Oct. 31, 1949. (g) Plus stock. (l) First half 1950. 
c) Year ended July 31, 1949. (h) 6 months ended Mar. 31, 1950. (m) First quarter 1950. 


Year ended June 30, 1949. (j) 9 months ended April 30, 1950. 


Position of Leading Electrical Equipment Companies 


1949 — Interim Reports 1950 — 
Net Net Net Net Invest- 
Sales Net Per Sales Net Per Recent Div. Div. ment 
($ mil.) Margin Share ($ mil.) Margin Share Price 1949 Yield Rating 











COMMENTS 





$ 18.7 (d)$2.55 $ 7.2(m) 1.9% $ .40(m) 5% $ .25 4.4% C] Manufacturer of vacuum cleaners and wash- 
ers. Earnings moderately improving from 


serious recession in 1949, but resumption of | 
common dividends soon unlikely. 


4.31(n) i \ Dominant maker of electric portable teal. | 
1950 results showing improvement and be- | 
yond much doubt the 50 cents quarterly divi- 
ees dends are dependable. 

46.2(b) 4.0 2.72(b)  20.6(i) 3 i : ; With seasonal demand for air conditioning at | 
its peak, second half year earnings should 
raise total for 1950 above 1949. 25 cents| 

Y 2 _quarterly dividends assured. 

13.6(a) 3.03 86(a) 10.1(h) 5. 1.21(h) Vg J 2 “Strong demand for capacitators from televi- | 

sion industry causing marked uptrend in earn-| 

ings, but no change in 20 cents qvorterty | 
dividend indicated. 

Strong position in controls field enhances out- | 

look. Current earnings assure steady dividends | 

at 1949 annual rate of $2 per share, including | 
extras. 

1.50(h) ‘4 : Substantial orders for military YY aircraft cm 

a creating uptrend in earnings. Net profits in 
fiscal 1950 may lead to increased dividend | 
liberality. 20 cents quarterly dividends con- | 

ee servative. | 

(d)1.48(c¢) .6(j) i : j) Profits on sales of vacuum cleaners and oil | 

burners proving so limited that any resump-| 
tion of common dividends is doubtful in near | 
term, at least. 

881.0(1) 8.7 .68(1) ‘ . Forging ahead in all divisions in the current | 

year, with net earnings in strong uptrend. 
Large backlog orders assure good fall busi- | 

ness. The 60 cents quarterly dividend easily 

secure. i 
6.1()) 9.0 .10(!) ; Substantial demand for small motors this | 
) year should result in satisfactory earnings, as| 

shown by gains in first six months. No varia- 
tion in 25 cents quarterly dividends likely. 


24.5(a) 6.6% 4.18(a) —16.5(n) 





33.7 8.0 : 8.3(m) 6.8 .86(m) 


18.5(h) 


19.6(m) 15.1 .68(m) Ye : Expanded facilities and good dealer organiza- 
tion benefitting 1950 operations. Earnings im- 
provement reflected by recently increased 35| 
cenis quarterly dividend. Any extra may | 
follow. ? | 
Much broadened lines and a well entrenched | 
trade position holding volume and earnings at | 
peak levels. A year-end extra should again 

= be supplement 75 cents quarterly payments. 

(d)1.41(e) 9(m ’ : ) Company is largest producer of Christmas tree 
lighting, a highly seasonal item, but is now 

diversifying output. Current earnings improv- | 

ing but not enough to warrant dividend re- 

' sumption yet. | 
(d) .51(b) .2(i) F 0. (i x + A pick-up in demand for gas refrigerators, air 
conditioning units and water heaters tends to 

improve 1950 earnings, though only moder- 

ately. At the year-end a 30 cents dividend may 

be paid. 

9.4(m) 10.0 : ) ; ' Increased emphasis on aircraft instruments and 
new products should sustain 1950 earnings 
unless current long strike prevents. A year-end | 
extra may supplement 25 cents quarterly divi- 
dends. 

14.1(m) 14.0 .21(m 3.00(g) 7.2 Marked uptrend in 1949 earnings is being ex- | 
tended in 1950, as shown by excellent first | 
quarter results. Increased dividend liberality 
may follow. 50 cents quarterly dividends seem | 
very conservative. | 

61.0(1) 3.7 1.41(I) ) . Operations in first half reveal sharp rise in 
months. Broad protection of 35 cents quarterly 
earnings. The uptrend should hold in near term 

: ’ dividend indicated. 
463.9(1) 5.9 1.86(l) 8 ? Li Well situated to experience continued high | 
level sales under changing conditions ahead. | 
1950 net earnings should cover 40 cents quar- | 
” terly dividends by wide margin. 

2.5(m) 2.7 44( ; 3 ] Prospectively Jarger orders for control instru- 
ments from Armed Forces may improve earn-| 
ings but for six months past, the 50 cents | 
quarterly dividends have not been fully | 
earned. | 
Specialist in refrigeration and air conditioning | 

equipment. Earnings in fiscal 1950, ending | 
September 30 should exceed dividends at 25) 
cents quarterly rate, but not very widely. | 


(i) 6 months ended April 30, 1950. (n) 9 months ended June 30, 1950. 
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Rally 


Despite the absence of good 
news from the Korean front, the 
certainty of tax boosts and the 
probability of price controls, the 
rally from the market’s July 13 
low of 197.46 has been resumed 
and extended to above 208 at this 
writing, after a brief interruption 
which had cancelled over a third 
of the initial rebound. As consid- 
erably less than half of the total 
war-scare decline has been made 
up, some further recovery might 
be possible, since investors for the 
moment are feeling more confi- 
dent that there will not be a global 
war; and less scared about pos- 
sible additional “little wars.” 
However, this column cannot see 
a single convincing reason why 
one should be adding to stockhold- 
ings here. Forgetting the various 
uncertainties for the sake of the 
argument, two certainties—sharp- 
ly higher taxes and controls— 
seem bound to bring on a test of 
the July low for the industrial 
and utility averages in due time. 


Fast 


It may well be that “war 
stocks” will continue to perform 
better than “peace stocks” for 
some time to come. However, the 
change in selectivity patterns has 
been very fast and has gone a 
long way. For instance, in a 
month’s time the rail average has 
risen almost 20%. Again, aircraft 
stocks are already up about 36%, 
on an average, from 1950 lows. 
Gains in other war-flavor groups 
are smaller than these but very 
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substantial. You should think 
twice, and then a third time, be- 
fore selling good “peace stocks” 
to jump into “war stocks,” which 
at some time will lose popularity 
as surely as they recently gained 
it, although probably not as rap- 
idly. The high in ‘war stocks” 
might be seen around, or just be- 
fore, adoption of the excess profits 
tax, now expected in the early 
part of 1951. The low in “peace 
stocks” might be well ahead of 
that. (The possibility that it may 
even have been seen already can- 
not be entirely ruled out). 


EPT 

Today’s biggest guessing game 
is what the coming excess profits 
tax will be, and how typical cor- 
porations might fare under it. 
Hypothetical “estimates,” under 
various assumed exemptions and 
tax rates, are a dime a dozen. Of 
course, there is a wide margin for 
error in any precise figures. How- 





ever, such tentative appraisals 
can throw light on relative tax 
vulnerability. At the same time, 
it should be noted that the market 
has already done a discounting 
job on this, and probably a fairly 
good one, with its usual mixture 
of judgement and hunch. By and 
large, what are loosely being 
called ‘“‘war stocks” are those be- 
lieved to have the least to fear 
from an excess profits tax, and 
vice versa for “peace stocks.” 


Probable 

It is possible that the World 
War II EPT will be revived, rais- 
ing the base period exemption by 
40% or 50% to allow for inflation 
in the price level. But many seri- 
ous administrative complications 
would be involved, since the pass- 
ing years have seen many changes 
in corporate forms and capitaliza- 
ions. More likely, the base period 
will be 1946-1949. Broadly speak- 
ing, earnings which have shown 























INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 

| Freeport Sulphur June 30 Quarter $2.08 $1.71 
Victor Chemical Works June 30 Quarter 1.35 70 | 
Radio Corp. of America June 30 Quarter -64 -24 | 
Sutherland Paper Co. June 30 Quarter 2.12 1.36 
Boeing Airplane 6 months June 30 5.51 61 
Inland Stee! June 30 Quarter 2.48 1.43 
Delaware & Hudson Co. June 30 Quarter 1.98 -06 
American Cyanamid 6 months June 30 5.01 2.63 
Union Cerbide & Carbon June 30 Quarter 1.16 61 | 
American Chicle Co. June 30 Quarter 1.07 .80 
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sharp year to year growth 
throughout this period will be 
most vulnerable to EPT. That is 
why previously popular “growth 
stocks,” have recently declined 
more than the general market, re- 
versing the usual peacetime pat- 
tern. To cite a few examples, 
Corning Glass at recent low was 
off nearly 30% from its 1950 
high; Minnesota Mining & Manu- 
facturing about 26%; Merck 
nearly 30%; and Dow Chemical 
about 25% —all comparing with 
less than 14% for the Dow-Jones 
industrial average. Conversely, 
companies whose present earn- 
ings are around or below their 
1946-1949 average would fare 
fairly well. This applies to some 
of the retail and proprietary drug 
stocks. 


Best 

Companies which are in line 
for a considerable rise in pre-tax 
earnings, which have a heavy in- 
vested capital position and which 
are earning a low reiurn on their 
investment are in probably the 
best position under an excess 
profits tax. The railroads are the 
outstanding example. In the case 
of aircraft, the exemption on an 
average earning basis, which is 
the option that would be used, 
would be rather low; but earn- 
ings under EPT might neverthe- 
less be good because of the ex- 
pected sharp rise in volume and, 
therefore, in pre-tax net. At least, 
that is the way the market is 
figuring it. In extractive indust- 
ries, of which oil, non-ferrous 
metals, iron ore and coal are ex- 
amples, the special depletion al- 
lowance provides considerable tax 
shelter. Of course, “EPT selec- 
tivity” is already allowed for, at 
least in substantial degree in ex- 
isting stock prices. 


GM 


General Motors earned a rec- 
ord $6.14 a common share in the 
second quarter, more than _ it 
normally earned in full years be- 
fore the war; and a_ record 
$10.90 a share for the first half 
year. Demand is now stronger 
than ever, the proposed 45% 
normal tax rate probably will be 
effective only for the last quarter, 
there will be no EPT before 1951, 
and it seems doubtful that alloca- 
tions of metals will affect auto 
production much during the re- 
mainder of this year. Hence, 1950 
earnings could easily be as much 
as $18 a share, against $14.65 last 
year; and might be nearer $20. 
What they might be in a semi- 


AUGUST 





iar, 





1950 





war economy, under EPT, is hard 
to say. Under a 45% normal tax, 
this year’s net would be 11.3% 
less than under the present 38%. 
If you assume that the EPT ex- 
emption is 75% of earnings of 
1946-1949, that would be $6.05 a 
share. If you assume that EPT 
takes 80% of the profits above 
that exemption, 1950 net, on that 
basis, would be nearer $10-$11 a 
share than $18-$20. However, 
present volume cannot be main- 
tained. It will be reduced in fu- 
ture either by allocations of met- 
als or by reduced consumer buy- 
ing. If you allow for an eventual 
shrinkage of 25% or so in pre- 
tax net, but for a tax load as here- 
tofore assumed, net profit might 
be nearer $5-$7 a share than any 
of the figures cited herein. 


Groups 

Stock groups recently giving 
better-than-average performances 
include: aircraft, air lines, distil- 
lers, coal, copper, electrical equip- 
ment, foods, lead and zinc, leath- 
er, machinery, metal fabricating, 
oil, paper, rail equipment, depart- 
ment stores, food chains, rail- 
roads, shipbuilding, shipping, 
shoes, steel, sugars, textiles and 
tires. On the other hand, the chief 
groups faring worse than the 
market up to this writing have 
been autos, auto parts, building, 
chemicals, finance companies, 
video and public utilities. 


Vogue 

By way of illustrating the kind 
of stocks now in vogue—and not 
by any means as a blanket recom- 
mendation hereof by this column 
—the following is a brief and par- 
tial list of stocks recently record- 
ing new highs for 1950 or longer: 
Allied Kid, Atlantic Refining, 
Baldwin Locomotive, Bendix Avi- 
ation, Bethlehem Steel, Burling- 
ton Mills, Continenal Oil, General 
Refractories, Grumman Aircraft, 





Cudahy Packing, Munsingwear, 
Newmont Mining, Phelps Dodge, 
Schenley, Seaboard Air Line, 
Sperry, Southern Pacific, South 
Porto Rico Sugar, West Virginia 
Coal, United Air Lines and Van 
Norman Machine Tool. All are 
“war-flavor” stocks, more or less. 


Goodrich 


This column commented favor- 
ably on Goodrich some time ago, 
noting that the company’s post- 
war earnings trend had been by 
far the best in the industry, and 
the relative performance of the 
stock outstanding within the rub- 
ber group. None of this needs to 
be taken back. The stock has re- 
acted very little in the war-scare 
decline and has rallied, at this 
writing, to within a small frac- 
tion of the previous high of 99%. 
It strikes this column as a good 
bet to go considerably higher, and 
to be split. In the first place, earn- 
ings will be close to $20 a share 
this year. In the second place, if 
based on average 1946-1949 earn- 
ings, as seems likely, the com- 
pany’s position under an excess 
profits tax would be among the 
strongest. After setting aside 
large contingency reserves (which 
would not be excluded from the 
tax base) it earned $17.60 a share 
in 1946; $16.18 in 1947; $16.57 
in 1948 and $14.36 last year. If 
you want companies which figure 
to have a high average-earnings 
exemption, this is the kind of rec- 
ord to look for. Even were the old 
base used for EPT, with some ad- 
justments, Goodrich would still 
be among those stacking up best 
on a relative basis. 


Schenley 
With respect to stocks of whis- 
key owned, this company is one of 
the best-situated in the industry. 
It would fare relatively well in an 
inflationary semi-war economy, 
(Please turn to page 545) 





Pepsi-Cola Co. 
American Bank Note 
U. S. Pipe & Foundry 
Congcleum Nairn 
Safeway Stores 
Westinghouse Electric 
Falstaff Brewing 
General Baking 
Moore-McCormick Lines 


National Biscuit 





DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1950 1949 
June 30 Quarter $ .18 $ .25 
June 30 Quarter 27 .70 
6 months June 30 2.35 4.07 
6 months June 30 1.41 1.75 
24 weeks June 17 2.19 2.53 
June 30 Quarter 99 1.31 
June 30 Quarter 57 85 
26 weeks July 1 18 54 
June 30 Quarter 41 1.01 
June 30 Quarter 77 -85 
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By E. K. A. 


A new transition period is at hand for American business, 
since doubtless there will be important shifts in its structure 
as the result of the forces set in motion by the Korean war. 
ye Though barring total con- 
flict, we shall still have 
largely a peace-time econ- 
omy, defense preparations 











BUSINESS ACTIVITY 


PER CAPITA BASIS 


M. W. S. INDEX will play a growing role. 

While it will rule out the pos- 

OOP 1 sibility of a cyclical down- 
turn, it also poses a great 

7 many problems. As long as 

| 190 _. the business “mix’” between 


civilian and military orders 
- remains fluid, as it will for 
180 _ some time, many concerns 
will be kept guessing as to 
AGO what’s ahead for them. 
Some will benefit, some will 
also suffer. No-one as yet 
knows to what extent civilian 
output will be curtailed 
though any curbs will reflect 
the scope, intensity and 
progress of the defense ef- 
YEAR fort, both in respect to ma- 
AGO terials and manpower. 

The impact of defense 
spending will depend largely 
on (1) where the money will 
1941 be spent, and (2) how rapidly 
it will be spent. The latter 
point is perhaps the more im- 
portant; should spending be 
telescoped into a relatively 
short period, some parts of 
the civilian economy are 
bound to feel the pinch 
quickly. If not, the initial im- 
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110 pact, and subsequent reper- 
cussions, may be far milder. 
For though industrial produc- 
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tion currently is at a high 
rate, some slack is still left 
except in a very few fields 
such as steel. 

This becomes apparent 
( when we compare the cur- 

















rent production rate with 
that at the peak of the World 

















War Il production effort. According to the Federal Reserve 
Board’s revised estimate, industrial production in June was 
at 199% of the 1935-39 average, a new peace time high. 
Previously it was tentatively estimated at 197% but increased 
output in the last week of the month forced the upward 
revision. However, even the revised level is still far short of 


the record of 247% set in the Fall of 1943, when military | 
expenditures were at their peak. This means that industry 


currently is far from operating at a capacity level, a capacity 
moreover which today is greater than in 1943. 

Nevertheless, a rapid upsurge in military spending now 
will mean increased competition for the productive resources— 
labor, raw materials and machinery. In that event, and for a 
time at least, consumption standards may be impaired though 
our military budget is still relatively small. The big question 
mark will be the attitude of the buying public because it will 
determine the extent of initial shortages and their impact on 
the price structure, as well as the need for additional controls. 

We know that in extremely tight lines such as steel, con- 
sumers are rapidly losing their price consciousness in an effort 
to build up and balance their inventories. We are also aware 
of the public’s hoarding and buying scramble. The former 
almost definitely spells early priorities and allocations since 
a sizeable build-up of military orders is on the way. The 
latter poses the question, since an indefinite continuation of 
the retail buying splurge is hardly possible, to what extent 
such buying may represent “borrowing from the future.” Only 
time will tell, or rather the impact of future developments 
on the public’s mentality. 


How Soon Priorities? 


Meanwhile we learn that the Administration will attempt 
to channel scarce materials into the defense program through 
industry cooperation and will not use mandatory controls 
unless voluntary methods don’t work. It’s a good intention 
but as past experience shows, it probably won’t work, not so 
much for lack of industry cooperation but because of the diffi- 
culty in deciding who should get what, which order is essential 
and which isn’t. Self-policing of this sort isn’t simple; too often it 
leads to alienation of customers which industry would rather 
avoid. While a heroic effort may be made, resort to mandatory 
controls is in our opinion merely a matter of time. In really tight 
supply fields, it’s probably the best solution despite the regret- 
table by-product of red-tape. 

There is another reason: The President’s mobilization plan 
is probably only the minimum to expect—only a start with 
more to come; official conviction is already growing that 
it won’t be enough to do the job. Sooner or later, the mili- 
tary spending will be upped. In turn this means more pressure 
on prices and production—and more controls to cope with it. 
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MONEY AND CREDIT—Common stocks rebounded sharply 
during the fortnight ended July 28 under leadership of the 
more speculative low priced issues, which traders recall were 
tax-favored during the last war. In fact the low priced stocks 
regained all but 5% of their losses during the previous three 
weeks of war-scare selling, whereas the high priced stocks held 
back by fears of excess profits taxes, regained only 51% of 
their previous slump. During the fortnight, 11 of our 46 sub- 
group indexes made new highs, and 4 made new lows, for 
various periods, as tabulated on the second page following. 
New York bank stocks and corporate preferred stocks shared 
in the recovery, and corporate bonds advanced to the best 
average level since last April 8. Even the Victory 2s rallied 
fractionally. Scandinavian external bonds recovered part of 
their earlier losses; but our index of 10 foreign government 
dollar bonds sank to a new low since March 26, 1949, owing 
to sharp declines in the eternal obligations of Brazil, Uruguay, 
Greece and Italy. A rush to purchase tax-exempt state and 
municipal bonds all but cleared dealers’ shelves. Some of these 
issues advanced five points or more. The present emphasis upon 
defense needs may shelve numerous projects for roads, schools, 
hospitals and housing, thereby creating a scarcity of tax-exempts. 
In marked contrast with the Federal Government, the states 
made substantial reductions in their indebtedness during the 
last war. In the Paris black market, gold advanced about 4% 
in response to American reverses in Korea. The short interest 
was reduced by 26%, or 613,000 shares during the three 
weeks of war shock selling, the sharpest reduction since mid- 
1933. Recent surveys indicate that only about 8% of American 
families own stocks, and that over 80% of equity investments 
are held by folks with annual incomes of at least $10,000. 
There were few significant changes in banking conditions dur- 
ing the opening weeks of the new fiscal year, except for con- 
tinued shifting out of Governments into other loans and in- 
vestments; but the Federal budget deficit this year, up to July 
26, was only $318 million, against $1,068 million last year. 
Receipts thus far this year have been about the same as for the 
corresponding interval last year; but expenditures have been 
around $750 million less. 

During the first quarter, Americans invested $8.3 billion in 
new homes and other durable goods (classed as “savings”), 
against only $6.7 billion in the like period last year. Their 
liquid savings (in the form of cash, bank deposits, insurance, 
securities, shares in earnings and loan associations, amounts 
paid off on mortgages and other debt) during the first quarter 
totaled only $600 million, compared with $900 million last 
year. Savings bank deposits by the end of June had risen to 
a peak of nearly $20 billion; but the gain of $133 million dur- 
ing June was 10% less than the rise for June of last year, com- 
pared with a 25% increase for the first five months. The war 
scare has brought a big boost in life insurance sales, notably 
to prospective draftees. 


TRADE—War scare inventory building by consumers hiked de- 
partment store sales during the week ended June 22 to a level 
46% above last year, making an increase of 22% for four 
weeks, 


INDUSTRY—Scare buying by industry and merchants, along 
with consumer hoarding, has already afforded a pretext for 


unwarranted price increases and stimulated herculean efforts 
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to raise output at a time when most plants are already oper- 
ating at near capacity. Yet the Government is actually spend- 
ing less now than a year ago, when everyone but consumers 
were worrying about receding prices. One can imagine the 
fireworks after Uncle Sam actually steps up his defense buying, 
unless consumers, merchants, industry and the Government all 
slash expenditures on nonessentials. 


COMMODITIES—War scare buying during the fortnight ended 
July 28 boosted commodity indexes to new highs in over two 
years; though wheat and corn reacted a few cents. 
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Under the stimulus of rising sales, production and shipments, 
the nation’s physical volume of BUSINESS ACTIVITY picked up 
a little during the week ended July 22 to a level 14% above 
last year at this time. Many concerns and their employees are 
foregoing vacations this summer to aid in the defense effort. 
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NEW ORDERS booked by manufacturers during June were 
11% ahead of May and 36% above June, 1949, when the 
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Latest Previous 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) June 1.20 1.13 1.31 1.55 " 
Cumulative from mid-1940. June 3976 3964 3834 138 (Continued from page 534) 
FEDERAL GROSS DEBT—$b July 26 257.0 257.2 253.0 55.2 inventory-liquidation recession was nearing 
its end. Orders for durable goods in June 
MONEY Serr — were up 20%, and 65%, respectively; for 
eee apne Cente etna nie -_ wae a) nondurables, the gains were 3% and 20%. 
Currency in Circulation July 26 26.9 27.0 27.3 10.7 Backlogs of unfilled orders rose $1.9 bil- 
BANK DEBTS—13-Week Avge. lion, in marked contrast with a decline of 
New York City—$b July 19 9.12 9.25 8.87 4.26 | $1.3 billion last year. Manufacturers’ inven- 
93 Other Centers—$b July 19 13.59 =13.53 12.02 7.60 | tories rose $0.5 billion in June; but were still 
PERSONAL INCOMES—$b (cd2) hae as 06 210 102 $1.1 billion lower than a year ago. 

Salaries and Wages. May 142 141 138 66 ie a ‘e 

Proprietors’ Incomes May 42 40 43 23 

Interest and Dividend May 18 18 17 10 MACHINE TOOL orders in June, though 

Transfer Payment May 14 17 12 3 involving no Government business, were 

(INCOME FROM AGRICULTURE) May 19 17 21 10 the largest for any month since May, 1945. 
POPULATION—m (e) (cb) May 151.5 151.4 1489 133.8 * . * 

Non-Institutional, Age 14 & Over | May 110.7. 1106 109.5 101.8 

Labor Force. May 66.2 64.1 64.9 57.5 New dwelling units started in June 
Military May 1.31 1,32 1.47 1.89 | range up a new all-time high at 142,000, 
Civilian May 64.9 62.8 63.4 55.6 | and topped the like month last year by 

Unemployed May 3.4 3.1 3.8 3.8 50%. Starts for six months were 53% ahead 

Employed May 61.5 59.7 59.6 51.8 of a year ago. 

In Agriculture May 9.0 8.1 97 8.0 
Non-Farm * * * 
May 52.4 51.6 49.9 43.8 
i =< or 7 se wo Corporate working capital reached a 
Man-Hours Weekly—b rad 2.09 2.07 1.99 1.82 ne Sar Sees Meee athe no 
y : : . : billion from the first of the year. During the 
EMPLOYEES, Non-Farm—m (Ib) May 43.2 42.9 42.7 37.5 | first quarter, $3.4 billion was spent for plant 

Government May 5.9 5.9 5.8 48 | and equipment, of which $2.3 billion was 

Factory May 11.8 11.6 11.3 11.7 financed from retained earnings, $0.5 bil- 

_ Weekly Hours May 39.9 39.7 38.6 40.4 lion through new stock issues, and $0.6 bil- 

Hourly Wage (cents) May 144.1 143.4 = 140.1 THs lion with long term borrowings. 

Weekly Wage ($) May 57.50 56.93 54.08 21.23 e : ’ 

PRICES—Wholesale (Ib2) July 25 163.7 163.3 153.0 92.5 
Retail (cdlb) May 185.7 = 184.1 188.3 116.2 Manufacturing corporations had aggre- 
COST OF LIVING (Ib3) ee 170.2 168.6 169.6 100.2 gate net earnings of $2.4 billion after 

nae aa 2046 2003 2043 113.1 taxes during the first quarter—same as a 

Clothing June 185.0 185.1 1903 1138 | Year ago, but 5% ahead of last year's 

Rent ore 12339 1235 1206 1078 fourth quarter in consequence of slightly 

era eno oa ee 

Retail Store Sales (cd)________ | June 1192 11.65 10.81 aie during the first quarter averaged 
Durable Goods June 4.50 4.20 3.60 1.07 %. Net fit doll oat “ 
Non-Durable Goods____ June 7484S ek ee eer ot eee 

; ed to 4.3 cents. At the end of March, total 

Dep't Store Sales (mrb) June 0.73 0.74 0.62 0.42 ane 
Retail Sales Credit, End Mo. (rb2)__ | June 1035 1002 8.14 —-5.46_| 2S8ets amounted to $111.3 billion; while the 
ratio of cash plus Government securities to 
MANUFACTURERS’ current liabilities rose to 107%, from 84% 

New Orders—$b (cd) Total____ | June 22.5 20.3 16.3 14.6 a year earlier. 

Durable Goods. June 10.8 8.9 6.5 7% 

Non-Durable Goods __ | June 117 11.4 9.8 75 * * * 

Shipments—$b (cd)—Total____—— June 20.7 19.9 17.7 8.3 ; ; . 
eit Wkite atte 95 8.9 78 4 Net earnings of privately owned electric 
Non-Durable Goods_— June 11.2 11.0 99 4.2 utilities for the first half set a new high 

: at $448 million — $13.2% above the cor- 
BUSINESS INVENTORIES, End Mo. responding period last year. Yet for the 12 

Total—$b (cd) —— | May 54.9 54.9 56.6 28.6 months ended June 30, net return on in- 
Manufacturers’ — May mF 31.1 33.4 16.4 vested capital amounted to only 5.2%, com- 
Wholesalers’ —__ May 9.3 9.3 9.0 4.1 pared with 5.3% in the preceding 12 
Retailers’ May 14.3 14.5 14.5 8.1 months. The industry is now worrying—not 

Dept. Store Stocks (mrb)_ May 2.3 2.3 a2 1.4 not about its ability to meet expanding de- 

BUSINESS ACTIVITY—1—pc July 22 1726 171.4 154.0 141.8 | fense needs, but over rising costs and bigger 

(M. W. S.)—1—np July 22 202.1 2008 177.2 146.5 tax bills in the offing. 
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2 Latest Previous Pre- 
Wk.or Wk.or = Year Pearl PRESENT POSITION AND OUTLOOK 
K Date Month Month Ago Harbor* 
— INDUSTRIAL PROD.—1—np (rb J 199 195 169 174 P ° 
wr P (rb) une Net income of Class | railroads for May 
—— 7 _ se _ = is estimated at $45 million—40% ahead of 
Durable Goods Mfr__________ | June 2360231 194 220 ter as Set ne “ 
‘ing Non-Durable Goods Mfr_________ | June 186 181 161 151 pty ogy en ee eee 
ir only 1.5% for five months. But return cn 
CARLOADINGS—t—Total July 22 830 789 716 833 roperty investment for 12 months amount- 
for 7 
1% Manufactures & Miscellaneous____ | July 22 377 369 321 379 ed to only 2.86%, against 4.11% for the 
bil. Mdse. L. C. L July 22 80 77 85 156 preceding 12 months. Earnings are expected 
i Grain July 22 58 60 75 43 to improve substantially, however, in the 
alas ELEC. POWER Output (Kw.H.) m | July 22 6,186 6,006 5,462 3,267 months to come, in consequence of heavier 
til traffic to result from expanding defense ac- 
st SOFT COAL, Prod. (st) m July 22 be 9.1 7.3 10.8 + ge ace . 
; tivities and comparative immunity to excess 
Cumulative from Jan. 1_--___ | July 22 255 244 279 446 tex lectes 
Stocks, End Mo May 44.8 37.6 72.8 61.8 | ; 
| x * * 
PETROLEUM—(bblis.) m , f liah 
igh Crude Output, Daily__._»____— | July 22 5.5 a3 4.7 4.1 In scanning current events mall ight on 
ere iiitins: Maia July 22 109 112 WwW 86 probable longer range trends, it is well to 
45. oil th Qaida July 22 42 423 68 94 keep in mind that an emotional outburst 
Heating Oil Stocks. July 22 59 58 69 55 such as we are now witnessing is subject to 
sudden reversal. People may make up some 
sal LUMBER, Prod.—(bd. ft.) m July 22 820 678 713 632 morning to find that many of the scarcities 
| Stocks, End Mo. (bd. ft.) b____ | May 6.1 6.3 7.2 12.6 | feared have been created by their own fren- 
“tk STEEL INGOT PROD. (st) m June 8.13 8.55 6.50 6.96 | zied buying; for we are not yet embroiled 
be Cumulative from Jan. 1___________ | June 47.1 39.0 46.0 74.7 | in an all-out war, but merely preparing for 
; ENGINEERING CONSTRUCTION | a relatively slow and mild step up in defense 
AWARDS—$m (en) July 27 252 343 132 94 | expenditures. Should hoarding cease, scar- 
Cumulative from Jan. 1____ | July 27 6840 6,588 4,560 5,692 | cities would give place to surpluses, and 
= - | prices would sink back to more reasonable 
io MISCELLANEOUS pan 
13 Paperboard, New Orders (st)t______ } July 22 228 188 152 165 | ; 2 . ‘a 
the U. S. Newsprint Consumption (st)t___ | June 489 522 454 352 
ail Do. Stocks (mpt), End Month_ _ | June 559 554 623 523. | Instead of more government con- 
108 Hosiery Production (pairs)m— __ | June 150 147 133 150 | trols, involving expensive and dilatory red 
sil- Footwear Production (pairs)m______ | May 38.4 38.1 36.6 34.8 | tape, the urgent need now is for drastic 
ril- Pneumatic Casings Production—m_____ | May 8.6 7.6 6.9 3.4 | cuts in non-defense expenditures. 
b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m— Millions. mpt—At mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
re- rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment and charge accounts. st—Short tons. t—Thousands. *—1941: November, or week 
ter ended December 6. 
. THE MAGAZINE OF WALL STREEET COMMON STOCK INDEXES 
irs 
tly No. of 1950 Indexes. (Nov. 14, 1936, Cl.—100) High Low July 21 July 28 
ine Issues (1925 Close—100) High Low July 21 July 28 100 HIGH PRICED STOCKS 96.03 85.27 90.55 90.71 
f 325 COMBINED AVERAGE 153.3 134.7 146.1 147.5 100 LOW PRICED STOCKS 183.93 151.88 175.18 176.11 
ve 4 Agricultural Implements 207.5 1807 187.7 1976 5 Investment Trusts 79.0 66.5 71.3 71.4 
ed 10 Aircraft (1927 Cl.—100) 254.0 170.8 250.4 254.0D 3 Liquor (1927 Cl.—100) 897.6 797.3 884.7 887.9 
nt- 6 Air Lines (1934 Cl.—100) 527.1 450.3 497.3 519.7 11 Machinery . 165.5 139.0 152.8 151.1 
tal 7 Amusement ............ 104.4 78.0 83.1 86.8 3 Mail Order 122.9 99.6 107.5 107.7 
he 10 Automobile Accessories 230.4 190.9 203.8 200.9 3 Meat Packing 99.0 85.9 94.2 96.4 
12 Automobiles ............. 36.0 28.5 35.2 34.5 12 Metals, Miscellaneous 174.7 139.9 174.7B 169.6 
to 3 Baking (1926 Cl.—100) 23.3 19.0 19.2 19.1 4 Paper r 47.8 39.5 45.9 46.3 
% 3 Business Machines .... 276.5 226.5 239.2 234.7 30 Petroleum : 289.4 241.8 283.7 289.4B 
2 Bus Lines (1926 Cl.—100) 176.6 145.9 149.6 145.9a 27 Public Utilities 153.7 127.7 130.0 128.8 
5 Chemicals me we 304.2 256.4 273.7 275.6 5 Radio & TV (1927 Cl.—100) 35.3 18.1 23.0 24.2 
3 Coal Mining 14.3 11.3 13.1 14.2 9 Railroad Equipment 53.1 43.0 52.5 53.1B 
4 Communication : 61.6 41.9 51.8 52.3 24 Railroads ...... 28.0 22.3 27.0 28.08 
‘ic 9 Construction ............ 64.9 50.7 50.74 51.6 3 Realty 35.9 30.1 31.1 31.8 
h 7 Containers 342.1 282.1 305.9 305.3 3 Shipbuilding 166.0 139.7 159.1 166.0D 
g 9 Copper & Brass 102.7 80.3 100.6 102.7B 3 Soft Drinks 391.6 295.9 296.6 296.3 
ane 2 Dairy Products ; 78.3 68.1 71.7 72.3 15 Steel & Iron 124.7 96.1 121.9 124.7B 
12 5 Department Stores = 67.2 56.6 61.8 65.3 oe 57.3 49.0 56.6 57.3D 
re 6 Drugs & Toilet Articles 209.8 170.2 181.3 179.8 eee era ee . 382.1 301.6 335.8 339.9 
2 Finance Companies .... .. 3618 253.8 256.8 253.8a So MUNN ode 2 cei cecsavasniediow 154.0 119.9 149.6 154.0B 
Uy 7 Food Brands ........... ; . 181.4 162.0 170.6 172.0 3 Tires & Rubber 40.8 32.0 37.9 40.8C 
12 Bi RGGG HOLGS: 2... .2cr.ctccc0ss-ss 108.0 86.3 92.3 94.1 6 Tobacco ae a 88.2 77.3 78.6 79.8 
ot 3 Furnishings . oath tee .. COS 61.1 63.9 62.9 2 Variety Stores 352.3 313.2 316.1 313.7 
as 4 Gold Mining ................ ee ot 509.7 509.7b 513.3 19 Unclassified (1949CI.—100) 110.0 93.2 99.7 99.0 
er New High since: B—1948; C—1947; D—1946. New LOW since: a—1949; h—1942. 
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Trend of Commodities 





During the fortnight ended July 29, spot and futures com- 

modity price indexes spurted to new heights in ovevr two years; 

' though wheat, corn, coffee, cocoa and tin sold off a little. 
{ Magnesium ingots were advanced a cent a pound, hides were 
up 9% and rubber 35%. Commodity exchanges have raised 
margin requirements sharply for trading in futures, without 
waiting for Government directives. Fertilizer sales boom as 
farmers strive to boost crop yields per acre. Government bug 
experts fear that insect damage to crops this year may double 

last year’s havoc which cost our farmers a round $1 billion. 

They think we're at the middle of a ten-year cycle that began 

in 1945. Our mild winter zoomed the birth rate of green bugs, 

corn borers, weevils, ‘hoppers. To reassure our nervous con- 
sumers about food and fibre supplies, the Government now 


refers to Federal stocks of wheat, corn and cotton as “reserves.” 
Privately, some officials fear yet higher prices for wool, cotton 
and sugar. Textile mills processed 40% more cotton in June 
than a year earlier. The Government has arranged to buy 
Cuba’s entire sugar reserves of 600,000 short tons, and offers 
to buy the reserves of two smaller producers if they care to 
sell. But this would give us only 10% more sugar than was 
consumed last year. Stocks of apparel wool here are down 
20% from last year. One can imagine what may happen to 
prices when the armed services call for more and more uni- 
forms. But we still have huge surpluses of perishable commodi- 
ties, such as butter, cheese, dried milk, potatoes and eggs, 
which the Government can’t give away until Congress author- 
izes payment of packing and shipping charges. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — Agust, 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo. 6Mo. 1Yr. Dec. 6 
July3 Ago Ago Ago Ago Ago 1941 
302.6 290.1 271.2 253.2 259.2 239.0 156.9 
313.3 294.5 272.5 255.7 257.8 241.7 157.3 
295.9 287.2 270.4 251.6 243.9 237.3 156.6 


28 Basic Commodities 
11 Imported Commodities .... 
17 Domestic Commodities 


Date 2 Wk. 1 Mo. 3 Mo. 6Mo. 1 Yr. Dec. 6 
July3 Ago Ago Ago Ago Ago 1941 
. 354.4 353.9 340.9 315.6 303.2 294.9 163.9 
369.5 362.1 344.5 322.8 311.3 295.5 169.2 
271.4 259.7 242.9 222.6 222.0 213.9 148.2 


7 Domestic Agriculture .. 
12 Foodstuffs 
16 Raw Industrials 








RAW MATERIALS SPOT INDEX 


APR. MAY JUNE JULY 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


PEND sccesonsipsicee 161.3 161.5 1640 95.8 85.7 783 658 93.8 
ROW) ossnesulsssese 134.2 134.9 1264 93.6 743 616 57.5 64.7 
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COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 

1950 1949 1947 1945 1941 1939 1938 1937 
High .............. 178.1 146.2 184.4 111.7 889 67.9 57.7 866 
eo Soe 140.8 128.6 123.0 98.6 58.2 48.9 47.3 546 
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Keeping Abneast of Industrial 


« and Company News + 





To what extent the stepped up military require- 
ments may soon create serious manpower problems is 
something to consider, in view of the current high 
level of employment. The Boeing Airplane Company, 
for example, plans to expand its activities so rapidly 
in the near term, based on “letters of intent” received 
from Washington, that in the months ahead several 
thousand additional employees will be required. Al- 
ready there is urgent need for numerous engineers, 
machinists, sheet metal layout men and assemblers 
and the like. Boeing’s entire organization and facil- 
ities have been placed at the disposal of the U. S. 
Government to expedite the production of military 
aircraft. 


Another and smaller aircraft manufacturer, Beech 
Aircraft Corporation, is taking a page from its experi- 
ence in World War II by anticipating well in advance 
a prospective major expansion in the firm’s opera- 
tions. While no special contracts have been secured, 
negotiations are under way for a great quantity of 
work. As a first step, Beech has rented and will reacti- 
vate a well equipped air base from the City of Her- 
rington, Kansas, with concrete runways large enough 
in length for all military aircraft and with similarly 
large buildings to handle B-29s. Fortunately, local 
personnel is available with a background of many 
forms of aircraft work. 


A new product of the research laboratories of 
Armco Steel Corporation is a steel so thin it takes ten 
layers to equal the thickness of a human hair. Need 
for a super-thin alloy with special magnetic proper- 
ties came with the development of high-frequency 
electronic equipment. Navy officials and leading elec- 
tronic manufacturers asked Armco to evolve this ma- 
terial. Within five weeks the company’s technicians 
were rolling the alloy on a tiny mill they built. The 
work rolls on the mill are only 5/16 of an inch in 
diameter yet they are called upon to support pres- 
sures measured in tens of thousands of pounds. Four 
test ribbon coils of the new alloy weighed so little that 
2250 such orders would weigh only one pound, hence 
this order was shipped quite securely by first class 
mail in an aspirin box. 


National Biscuit Company’s new plant in Houston, 
Texas is a marvel of efficiency and modern design. Lo- 
cated on a 21 acre site just south of the city, this 
huge structure of one story height is four and a half 
blocks long, with a big parking area to accommodate 
a large fleet of employee’s automobiles. The factory 
has nearly half a million feet of floor space and for 
constructio1 required 23,000 barrels of Lone Star 
Cement. Tl.e new bakery has the most up-to-date fea- 
tures to assure maximum sanitation and light. To get 
an idea of the plant’s capacity under modern stream- 
lined operations, one might visualize a cascade of 
AUGUST 
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some 10.5 billion crackers and cakes annually. 


An ingenious new parking brake that can be se- 
curely set with no more than a pull of the finger is 
now being installed on some cars of Chrysler Corpo- 
ration’s De Soto Division, entirely independent of the 
four wheel hydraulic brakes. Because the new brake 
operates on the drive shaft rather than on the car 
wheels, the possibility of car swerving due to uneven 
braking is eliminated. At the pull of a single finger 
the brake can be set to hold on the steepest incline 
and can be released with equal ease. Control by the 
driver is never lost, an important factor in any emer- 
gency. 


The completion of two latex production plants has 
been announced by the Dow Chemical Corporation. 
A new facility at Freeport, Texas and a completely 
rebuilt plant at Midland, Michigan have now started 
to expand production of latex coatings materials 
which have gained wide acceptance in the paper, paint 
and textile industries. With the addition of the Texas 
plant, Dow’s latex capacity has now been doubled. 


A small rubber cup developed by United States Rub- 
ber Company is eliminating the problem of the cherry 
pit for canners and packers and the hostess desiring 
to serve canned sweet cherries for dessert. This season 
the new cup can save approximately 7 million pounds 
of maraschino cherries valued at about $3 million. The 
pitting device consists of a bank of needles and a 
rotating cylinder containing 700 of the rubber cups. 
Pitting at a capacity of 1000 pounds per hour, the 
needles punch out the pits and force them through a 
small hole in the bottom of each cup, all with minimum 
damage to the fruit. 


The Atomic Energy Commission’s announcement 
that E. I. du Pont de Nemours & Company have been 
selected to speed the progress of the Atomic Energy 
Program comes as no great surprise, in view of du 
Pont’s wide experience in this field. The company will 
design, construct and operate new facilities to pro- 
duce atomic materials or other fuels for power, just 
as it did in the big Hanford atomic energy project 
until 1946, and for a nominal fee of $1. Whether or 
not the new program will involve development of the 
H bomb is creating speculation, but information on 
this subject is discretely withheld. The new plants 
must be located where as much as 200,000 acres will be 
available in some strategic section. Costs, at least in 
part, may be met by the special $260 million appropri- 
ation requested for by President Truman last month. 


A revolutionary type of insecticide treatment for 
wheat and other grains in storage has been developed 
by U. S. Industrial Chemicals, Ine. Two new insecti- 
cides, one for wheat and the other for corn, oats, bar- 
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ley, rice and other grains, are now in production by 
the company and will be available in limited quantities 
to protect stored grains from insect damage that now 
causes annual damages of around $500 million dollars. 
In both materials, Pyrenone, a non-toxic chemical, is 
mixed with a dilutent that adheres to the grain kernels 
and provides exceptional protection against infesta- 
tion. By the application of 100 pounds per thousand 
bushels, the farmer’s cost is only about 2 cents per 
bushel, while the millers are saved very large losses. 


With wage and other expenses steadily mounting, 
the steamship lines are streamlining their loading and 
unloading in port at unprecedented rates. As a sample 
of efficiency in this direction, a recent experience of 
Furness Bermuda Line is interesting. The “Queen of 
Bermuda” recently completed what is probably an all- 
time turn-around record of four hours after her ar- 
rival in New York. During this short period more than 
1000 passengers debarked or boarded the ship, several 
thousand pieces of baggage were handled, and over 
100 tons of cargo were loaded and unloaded. 


Pipe Line dispatchers in Shell Oil Company’s New 
York office are now operating by unique remote con- 
trol devices. By merely dialing office equipment, the 
dispatchers operate pumps 850 miles distant that 
move oil products through Shell’s pipe line extend- 
ing from the Wood River refinery in Illinois to Colum- 
bus, Ohio. The dialing activates equipment to start or 
stop pumps, or to request information on operating 
conditions. A telemetering system automatically sends 
reports back to New York. In any emergency, the new 
system enables the dispatcher to summon the man on 
duty at the stations by means of sirens. 


Paul V. Galvin, president of Motorola, Ine. has ex- 
pressed confidence in the outlook for his company for 
the remainder of 1950, despite the impact of “limited” 
industrial mobilization. Mr. Galvin’s company, along 
with others with extensive experience in electronics, 
may receive some substantial military orders, but he 
recalls that in the last war seven months or more were 
required to make the necessary switch to munitions. 
Barring 100% war effort, the limited amount of steel 
required in normal output of radios and TV sets 
should create few problems, it is claimed. Credit curbs 
may ease demand, but business through the rest of 
1950 should continue to be brisk. 


Through newly developed air diffusers, engineers 
can direct heat where they want and when they want 
to in factories, offices, warehouses, garages and public 
rooms. The product of The Trane Company, La 
Crosse, Wisconsin, the ‘Louver Cone” and “Louver 
Pin” diffusers are flexible accessories for projection 
types of steam and hot water heaters. By finger tip 
adjustments the flow of heat can be directed in any 
desired direction, spread or concentrated, thus per- 
mitting the use of smaller heaters as well as allowing 
their more convenient location. 


A new type of color television having important 
technical and economic advantages over previously 
proposed systems has been developed by the Elec- 
tronics Department of General Electric Company. The 
new system, which has been submitted to the Federal 
Communications Commission, provides a method of 
transmitting color picture information within a fre- 
quency band no wider than that used in present day 
black and white transmission. The system has been 
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christened “Frequency Interlace.” It is claimed that 
color broadcasts could be received on present day re- 
ceivers or that black and white broadcasts could be 
received on color receivers incorporating the new sys- 
tem. Since the new system cannot be demonstrated 
for 90 days, General Electric would not normally have 
announced its development so soon, but has done so 
because the FCC is currently studying other systems. 


After thirty one years’ concentration on production 
of aircraft propellers, the Hamilton-Standard Division 
of United Aircraft Corporation has increased its stake 
in aviation by marketing a new product not directly 
related to its primary line, although fitting in nicely 
with the company’s special engineering experience 
and manufacturing facilities. The newcomer is a light- 
weight air conditioner for cockpits that changes the 
60 cubic feet of air every fifteen seconds. Without air 
conditioning, modern fighter cockpit temperatures 
have been known to reach as high as 190 degrees F, 
thus creating a very serious problem. To overcome 
this poser, the new device delivers a hurricane blast 
of cool air by a three inch turbine wheel turning at 
speeds up to 60,000 rpm. 


A new television picture generator for the repro- 
duction of photographs, printed matter and written 
material is emerging from the facilities of Philco 
Corporation, designated as FSS-2 flying spot scanner. 
In effect a TV camera of special design, this new item 
picks up cathode ray light from a picture and converts 
it into a video voltage that is transmitted via micro 
wave link or coaxial cable to any number of positions. 
The company envisages numerous applications for 
this spot scanner in TV broadcasting, research, and 
any number of industrial procedures. A typical ex- 
ample would be a railroad or airline reservation sys- 
tem or any record identification system. 


The National Supply Company has purchased the 
assets of the engine division of the Atlas Imperial 
Diesel Engine Company, Oakland, California. The 
buyer obtains the name, patents, trademarks, certain 
machinery and equipment, as well as inventories 
through the United States and Canada. National Sup- 
ply Company, the dominant producer of oil field equip- 
ment, has long produced diesel and gas engines, but 
Atlas products will greatly broaden the range. While 
the purchase price has not been announced, signifi- 
cance may attach to the fact that during World War 
II, the combined volume of these two concerns ex- 
ceeded $50 million annually. 


Officials of the Remington Arms Company and 
Crucible Steel Company of America have announced 
plans for the formation of a new and jointly owned 
company to produce titanium metal and its alloys. 
These products include sheets, rods, tubes, wire, forg- 
ings and castings for widespread industrial use. Tita- 
nium, a light, strong metal of great promise, has be- 
come increasingly of interest to producers of durables 
in recent years, and is now the subject of intensified 
research for application in the aircraft industry. 
While building its organization and new facilities, the 
new company will continue a full scale research, de- 
velopment and manufacturing program. Progress will 
benefit from the pooled knowledge, patents and tech- 
niques developed by the two concerns backing the new 
enterprise. With such a background and with encour- 
aging market potentials, the outlook for this venture 
appears encouraging. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Crown Zellerbach Corporation 


“As a subscriber to your Magazine of 
many years standing, I would appreci- 
ate recent data on Crown Zellerbach 
Corporation.” F. S., Dayton, Ohio 


Net income of Crown Zeller- 
bach Corporation for the fiscal 
year ended April 30, 1950 was 
$18,956,373 compared with $21,- 
179,080 for the preceding year. 
After payment of dividends on 
the preferred stocks, net income 
amounted to $6.12 per share on 
the 2,852,081 shares of common 
stock outstanding at the year-end, 
compared with $6.85 per share of 
common for the year ended April 
30, 1949, on the 2,851,997 com- 
mon shares outstanding on that 
date. 

Total sales amounted to $171,- 
928,454, which included $7,246,- 
301 of log sales. This compared 
with $168,230,445 for the pre- 
ceding year, which contained no 
log sales. 


Production of paper and pulp 
for sale amounted to 795,335 tons, 
a reduction of 16,522 tons from 
the 811,857 tons produced during 
the previous year. 

Dividends aggregating $2.00 
per share were paid on the com- 
mon stock during the year, con- 
tinuing the rate established in 
1948, consisting of 40 cents per 
share quarterly for the first three 
quarters, and 80 cents per share 
as a year-end dividend. Total divi- 
dends represented a 38% distri- 
bution of earnings. 

Earnings not distributed to 
stockholders were used principally 
AUGUST 
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for plant replacements and im- 
provement and for further 
strengthening of working capital, 
partly in anticipation of substan- 
tial expenditures to be made dur- 
ing the year to end April 30, 1951. 

In May 1950 a quarterly divi- 
dend of 50 cents per share on the 
common stock was declared, pay- 
able July 1. 

Working capital as of April 30, 
1950 reached a new high of $60,- 
156,449, an increase during the 
year of $7,298,162, with current 
assets of $71,927,049 equal to 6.11 
times current liabilities of $11,- 
770,600. Cash and Government 
securities in excess of those set 
aside for income tax payments 
and plant improvements amounted 
to $23,171,965. Capital expendi- 
tures during the past year 
amounted to $8,839,941, compared 
with $11,468,873 for the preceding 
year. The budget for capital ad- 
ditions for the year ending April 
30, 1951, contemplates expendi- 
tures of $15,000,000. 

Prospects for the company over 
coming months appear favorable. 


Gillette Safety Razor Company 


“TI believe that Gillette Safety Razor 
Company’s business has shown an in- 
crease in net profit and this was partly 
due to the expansion of the Toni Divi- 
sion. Please supply recent pertinent 
data.” J. H., Newark, N. J. 


Consolidated earnings of Gil- 
lette Safety Razor Company for 
the six months to June 30, 1950 
showed operating profit of $15,- 
209,253, net profit $7,349,011, 
equal to $3.32 per common share. 


This compares with first half 
1949 operating profit of $11,221,- 
725, net profit $4,702,332, equal 
to $2.00 per common share. 

For the fiscal year ended De- 
cember 31, 1949, after payment 
of dividends of $5.00 per share 
on the preference stock, earnings 
on the common stock were $6.26 
per share compared with $6.80 
per share for 1948. 

Earnings in the United States 
and Canada for Gillette Division 
in 1949 were $6,206,869, Toni 
Division $3,374,639 or a total of 
$9,581,508. Foreign earnings were 
$4,336,441 making a total of 
$13,917,949. 


Competition in the field of 
Toni’s operations continues strong 
but the company has maintained 
its dominant position. Toni is ag- 
gressively seeking additional mar- 
kets for its products both here 
and abroad. 

Gillette has eight foreign plants 
in addition to its main plant at 
Boston, Massachusetts. Dividends 
including extras totalled $3.25 a 
common share in 1949 and $3.12% 
has been paid thus far in the 
current year. 

Prospective demand for razors 
and blades in coming months ap- 
pears satisfactory. 


Homestake Mining Company 


“T am one of your subscribers and this 
is my first inquiry. I will appreciate your 
providing some details in regard to divi- 
dend record, stability of earnings, what 
obligations are ahead of the common 
stock, what amount of common stock is 
outstanding, and ore reserves of Home- 
stake Mining Company. 

“With rotting currencies and rotting 
prices of gold along with possibilities 
for war and a public debt of one-quarter 
trillion dollars with billions upon bil- 
lions of private debts you might wonder 
why I am asking about a gold mining 
concern, nevertheless, gold has always 
had its place in the past and probably 
will also have its place in the future.” 

F. G., Kansas City, Missouri 


Homestake Mining Company is 
the largest domestic gold produ- 
cer. Company has operated its 
South Dakota mine since 1877. 
Unlike ore of most mines, grade 
has improved with depth. The 
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development of ore for fifteen 


years’ needs permits some control 


of costs. Normal millings are 
about 1,400,000 tons; normal ore 
grade is around $13.00. 

With millings up 24% and ore 
grade little changed at $14.10 a 
ton, 1949 net before depletion rose 
20% to $2.60 a share. A further 
gain in output is expected to raise 
profits in 1950, even if costs con- 
tinue to edge up further. Divi- 
dends amounted to $2.25 per share 
in 1949 and $1.25 has been paid 
thus far in the current year. Last 
dividend payment was increased! 
to 75¢ a share on June 16. This 
reflects improved earnings out- 
look for the balance of the year. 

Dividends of varying amounts 
have been paid on the present 
capital stock ($12.50 par) since 
1937 with the exception of the 
years 1943-1945. Dividends on the 
old capital stock ($100. par) were 
paid in every year since 1919 to 
1937 with the exception of 1920. 

Capitalization consists solely of 
2,009,280 shares of capital stock 
outstanding ($12.50 par). There 
is no funded debt or preferred 
shares outstanding. 

The gold mining industry is 
somewhat concerned over the pos- 
sibility that the Federal Govern- 
ment might close the mines should 
the international situation become 
decidedly worse. To make man- 
power available for more essen- 
tial industries, gold mining opera- 
tions were curtailed largely in 
World War II. The closing order, 
however, applied only to mines 
producing gold exclusively. 


Endicott Johnson Corporation 


“My broker informs me that Endicott 
Johnson is regarded as a good grade 
industrial equity. Please present perti- 
nent data as to recent earnings, working 
capital and dividends.” 

C. M., Canton, Ohio 


For the six months to June 30, 
1950, Endicott Johnson Corpora- 
tion showed net sales of $55,611- 
275, net profit of $870,626,000 
equal to 89 cents per common 
share. This compares with net 
sales of $62,352,907 for the six 
months to May 28, 1949 and net 
profit of $1,046,748, equal to $1.11 
per common share on 810,720 
shares outstanding. 

Current assets as of June 3, 
1950 were $62,348,907 and cur- 
rent liabilities were $24,586,223, 
leaving net working capital of 
$37,762,684. This compared with 
net working capital on May 28, 
1949 of $39,445,624. 

For the fiscal year ended No- 
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vember 30, 1949, net earnings 
were $2,297,825. After deducting 
dividends on the preferred stock, 
this was equivalent to $2.48 per 
share on the common stock. 

Sales for the year were $131,- 
677,018, a decrease of 11.4% from 
the all-time high sales of $148,- 
650,282 in the previous year. 

Because of general conditions 
in the shoe industry, sales and net 
profit in 1949 were lower than 
in the preceding year. These de- 
clines resulted from lower sales 
prices and, in lesser degree, from 
a reduction in the number of units 
sold. At the same time, costs did 
not decrease in proportion to the 
reduced volume. 

Company ranks as one of the 
leaders in the shoe industry, its 
output including a wide variety of 
footwear for men, women and 
children. While the bulk of output 
is sold to both wholesalers and 
retailers throughout the country, 
several wholly owned subsidiaries 
also distribute its shoes. 

The company’s long record of 
stability of sales and earnings has 
attached a semi-investment status 
to its shares. In producing its own 
leathers, rubber heels and soles, 
operations have been well in- 
tegrated. 

Dividends including an extra 
totalled $2.00 per share in 1949 
and regular 40 cent quarterly 
dividend has been paid thus far 
in the current year. 


Food Fair Stores 


“Tam anew subscriber to your Maga- 
zine and wish to take advantage of your 
Personal Consultation Service. I know 
that the business of supermarkets has 
increased greatly over a period of years 
and would like to know recent annual 
sales and earnings of Food Fair Stores.” 

O. H., Boston, Mass. 


Food Fair Stores is an opera- 
tor of east coast retail food super- 
markets. Company set new high 
records for both sales and earn- 
ings in the fiscal year ended April 
29, 1950. Net income totalled 
$4,022,778, or $2.11 a common 
share, compared with net income 
of $2,762,635, or $1.44 a share 
in the 1948 calendar year. Sales 
for the 52-weeks ended April 29, 
1950 were $164,625,893. The best 
previous annual volume was the 
$142,035,600 reported in 1948. 
The company’s fiscal year was 
changed, beginning in 1949, to 
end on the Saturday nearest 
April 30. 

It has been learned from offi- 
cial sources that both sales and 
earnings have continued to in- 





crease since the close of the last 


fiscal year. Average retail sales 
a store last year approximated $1, 
300,000, calculated on the basis of 
113 supermarkets in operation at 
the close of the 1950 fiscal year, 
_ The improvement in earnings 
is attributable to the sales gain, 
the increased number of markets 
operated and to greater operating 
efficiency resulting from improve. 
ment in work control methods, | 
The 1949-52 expansion budget 
calls for the expenditure of $12 | 
million. 18 new units are under | 
construction, while leases and | 
sites for other prospective mar- 
kets have been negotiated. 

Working capital on April 29, 
1950 amounted to $15,065,815, «| 
gain of $5,354,340 during the | 
year. 
Although the rate of growth of | 
supermarket operations during | 
recent years has far exceeded the | 
pace of growth of the retail trade | 
as a whole, attractive opportuni- 
ties exist for future expansion, 
according to the president of the 
company. 

The outlook is enhanced by con- 
tinued population growth, a rec- 
ord high level of home construc- 
tion, development of new residen- 
tial communities in suburban 
areas and the further shift of 
population from one community 
to another. 

Recent profit margins were 
satisfactory and prospects for 
sales and earnings over coming 
months appear favorable. 

Dividends in 1949 amounted to 
50 cents per share and 35 cents 
were paid in the first half of the 
current year and this includes the 
last quarterly dividend of 20 cents 
per share. 








Hercules Powder Company 
“Please furnish information as to the 
principal divisions of Hercules Powder 
Company, besides explosives, and recent 
earnings and financial position.” 
E. J., San Francisco, California 
Hercules Powder Company re- 
ported consolidated earnings for 
the six months to June 30, 1950 
as follows: Gross sales and reve- 
nues $73,518,046, net profit $6, 
435,774, equivalent to $2.34 per 
common share and this compares 
with first half 1949 gross sales 
and revenues of $62,918,650, net 
profit of $4,906,284, equivalent to 
$1.77 per share, based on 2,644,- 
789 shares outstanding. 
Consolidated balance sheet as 
of June 30, 1950 showed total cur- 
rent assets of $58,642,680 which 
(Please turn to page 545) 
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General Mills took in last year? 
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nia During General Mills’ 22nd year, earnings totalled $13,251,218, compared with 
or $11,654,036 for the previous year. Dividends amounted to $6,443,249, versus 
$5,934,019 the year before. Total sales were $395,834,706. If you would like the 


full story of our last fiscal year, write for a copy of our illustrated annual report. 


eS Address General Mills, Minneapolis 1, Minnesota. 
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What About Farm 
Equipments? 





(Continued from page 525) 


incurred by Minneapolis-Moline. 
Oliver Corporation sales in the 
first quarter were off 28.3%, with 
the result that earnings declined 
40%. 

More recent experience, includ- 
ing results for six months, indi- 
cates similarly broad differences 
among individual companies. In 
the first quarter, when model 
change-overs and the effects of 
the steel strike hampered opera- 
tions, some building up of defer- 
red demand resulted, enhancing 
potentials for second quarter 
sales when production could in- 
crease. In consequence, Interna- 
tional Harvester achieved a vol- 
ume of $258 million in the second 
quarter, the highest of any quar- 
ter in a long history. Dollar sales 
for six months, though, were 
about 9% below the same 1949 
period, while net earnings reced- 
ed to $1.61 from $2.72 a share a 
year earlier. IHC is now actively 
pushing sales of its new truck 
models, for production of which 
more than $50 million has been 
spent in recent years on plant ex- 
pansion and modernization. 

The company’s refrigerator di- 
vision has also done exceptionally 
well in the current year, while 
primary lines of farm equipment 
have become increasingly active 
of late. First half year exports 
sales were down about 15%, with 
an increase of 18% in Canadian 
sales partially offsetting a 27% 
decline to other countries. The 
current outlook suggests that In- 
ternational Harvester may earn 
at least $3.75 per share in fiscal 
1950 compared with $4.36 the 
year before, and if the present 
rush for implements persists for 
long, the final showing should be 
even better. Improved plant effi- 
ciency should be reflected by 
widened margins on substantial 
volume. 

Sales by Deere & Company in 
the six months ended April 30 
were off only 3%, in reflection of 
a strong trade position and ag- 
gressive promotional policies. De- 
spite slightly lower volume, how- 
ever, the company’s net earnings 
of $5.80 per share after allowing 
for inventory reserves equal to 33 
cents a share, were 20% above 
the related 1949 period. Such a 
favorable showing indicates bene- 
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fits resulting from cost economies 
effected in the last few years, wise 
pricing and the broadening of 
lines through introduction of 
farm equipment in heavier de- 
mand by small farmers. It is pos- 
sible, if not probable, that Deere 
& Company’s earnings this year 
may not quite equal the $12.42 
reported in fiscal 1949, due to in- 
creased labor costs, but they 
should likely exceed $10 per share, 
and conceivably by a comfortable 
margin. 

The combined impact of the 
coal and steel strikes, plus the 
return of seasonal buying and the 
termination of pent-up demand, 
reduced sales of Oliver Corpora- 
tion 22% in the first half fiscal 
year, forcing earnings down by 
31% to $2.46 a share. This manu- 
facturer offers a complete line 
and some of the several concerns 
it acquired in recent years enjoy 
a strong trade position. 


Important Tractor Field 


As tractors normally contribute 
about 50% of total sales, the com- 
pany’s markets are not confined 
to the agricultural field by any 
means, and demand for this prod- 
uct may soon extend to the Armed 
Forces. Expenditure of large 
sums for plant improvements in 
postwar should prove rewarding 
if volume levels off near present 
proportions, or if military orders 
should swell normal sales. In 
fiscal 1949, Oliver earned $7.19 
per share, but because of a rather 
poor start in the current year, a 
decline to around $5.75 would 
create no surprise. 

Allis Chalmers is not only a 
leading producer of farm equip- 
ment but of heavy electrical and 
industrial machinery as_ well, 
with output fairly well balanced 
in the two categories. The com- 
pany at this writing has not yet 
reported for the six months per- 
iod as it operates on a calendar 
year basis. In the March quarter, 
though, volume was 18% off from 
the preceding year, but wider 
margins held the decline in earn- 
ings to 10%, with net earnings 
reported as $1.62 per share. As 
deliveries of heavy electrical 
equipment may be less as the year 
progresses, and the current spurt 
in farm equipment buying may 
not last, a conservative estimate 
of Allis Chalmers earnings for 
1950 might be around $5.50 a 
share compared with $6.99 in 
1949. Looking ahead, the high- 


level earnings achieved by this 
concern in recent years might ex. 
pose it to substantial excess prof- 
its taxes, if and when they are 
imposed, and as its facilities are 
well adapted to production of 


munitions that would bring 
limited profits, the chances are 
that somewhat lower earnings 
may be anticipated after 1950. 
J. I. Case & Company experi- 
enced record eainings of $17.52 
per share in fiscal 1949, but since 
sales in the first quarter of fiscal 
1950 declined 62%, there is 2 
chance that earnings in the cur. 
rent year may drop rather sharp. 
ly to around $10 or $12 a share. 
The company reports no quarterly 
earnings, so that considerable 
guesswork is necessary. Results 
will hinge importantly on how 
long the present rise in demand 
for farm machinery will last. 
With Case we have another ex. 


ample of a strong uptrend in post- 
war earnings that might subject! 


the company rather heavily to the 
influence of excess profits taxe 
that may soon be revived. 

Because of numerous uncer- 
tainties in the outlook for agricul 
tural implement shares, their 
market behavior was less favor- 
able than that of the general list 
during most of last year and the 
same applies to the forepart of 
1950. 

More recently, however, the 
group has shown fairly impres- 
sive recuperate power. 

The attractive yields obtain- 
able on farm equipment share 
reflect their speculative character 
and a prospect of lesser earnings 
although for some time to com 
the strong financial status of the 
leaders and a current liberal mar. 
gin of earnings over dividend 
may hold payments stable. 





Boom Ahead in 
Non-Durables 





(Continued from page 511) 


by volume potentials. Most sof 
goods lines, moreover, are onl! 
moderately vulnerable to any e 
cess profits tax that might b 
imposed later on, since thel 
(postwar) earnings base include 
a number of rather meager prof 
years, particularly in textile 
which last year suffered a shat’ 
decline in earnings. 

Greater buying emphasis ” 
non-durable goods also portent 
better results for such retail ou! 
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= lets as department stores where 
ire soft goods normally constitute a 
re major part of sales. In virtually 
of all these lines, unit volume this 
ng year should be well above 1949. 
re With prices in a good many cate- 
igs gories on the upgrade, dollar 
| volume should also be higher, 
ri. pointing to rising earnings if 
52| margins are maintained as they 
nce | _ likely will—barring price controls. 
cai} Mail order concerns and specialty 
~q| stores should likewise benefit 
ur.| from a renéwed swing towards 
rp. non-durables. 
re. The stock market recently has 
rly} been discounting such a prospec- 
ble} tive development. Though heavy 
its} selling incident to the outbreak 
ow} of the Korean war has adversely 
inj} affected the entire market, shares 
ast,| of leading textile companies and 
ex. merchandising equities—particu- 
yst-| larly department stores, have 
ect} Shown above average recuperative 
the. power. Even prior to that, market 
xes. action of shares in these and re- 
lated groups has been a good deal 
vey. better than it was before, when 
cyl. they were generally lagging be- 
reir ~«=Sshind the advancing market be- 
yor. cause the durable goods boom, 
lis higher costs and keen competition 
th put a crimp into their sales and 
of profit performance. 
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the Korean situation is fore- 
ing drastic changes upon our 
whole economy. Its impact 
has been felt by many indus- 
tries—has to some extent al- 
ready been reflected in stock 
values. Others may be af- 
fected soon —for better, or 
for worse. 





It’s time to review your security holdings—time to see 
if they fit these changed conditions. 


Our study “Taking Stock” points out the stocks we 
favor in the light of what has happened, what seems 




















SSUNDUADADUADANDADAADADADAADAANALADAOOODEOUADAODANOODAOUNOOONIOODODAOONNOENOODSOOOUSEOOANUODAOOOOONDANGSEONNOEOOGOEANGONONONDONOOOOENAOUEUAUOOONUNOUOOOEOOOOOODOOUEONOOODANOON AD OODEONEO ONAN AODEDOEDEDOELAUOADOOUEOAOONOONOOOSEOEGONOOOAEONEOO OOOO 


SHUNUAGONANONNUGUONGNUGOEOONUNOONGNOGAUENOUGQUNON0QO0NDN0N000U00NU000000000000000000000QU000000000U0000N0U00NUNGNNONUNGNNGNUOOUEONEONNGGDONOUONUEGNUEONOONuONuGNUoONUOOOoONoGNUoNNOoNOUoOOuOOuOdOoOOoOaGauaNObONOoOOuOOVuOOOOONbOOOOOOOOOOOOOOOOOObOOUOOOUNON 


Better results are indicated probable ahead. We'll gladly send a free copy. 
the over at least the intermediate 
res. term, . not longer, and this ac- 
counts for the greater market in- 
ain. terest recently shown for these BACHE & Co. 
are) «= SYoups. In the textile field, earn- Founded 1879 
cter ings should be materially larger OTHER LEADING STOCK AND COMMODITY EXCHANGES 
ng, than last year when they fell 36 WaLL St., New York 5, N. Y. 
om about 53% on an average. Divi- DIgby 4-3600 (Open Saturdays) 
th  dends, cut substantially last year, MID-TOWN OFFICE: CHRYSLER BLDG. MU 6-5900 
nar Should reflect the indicated im- (Open Evenings) 
snd: provement. 
Offices in principal cities to serve the needs of buyers 
and sellers of securities and commodities 
=" Both Guns and Butter? HUUUUUUUUUUUUaUaUUaanaaanaauaanaanauaeneneeeenneneEETTEETEEEOUOOOEEOEUUOEUOUUUGOOOOOOOOOOQQOOOQQQ00Q000000000008000000000UGUOUOGGRGOOUUUUOUOOUUUOUOUOUARIEL 
(Continued from page 506) first half year when new homes _- future, to swell purchases when- 
____— prospect that we can have a good’ were started at annual rate of 1.4 ever the rearmament drive will 
1) supply of “butter” in addition to million units and motor vehicles have run its course. In time, this 
the “guns” needed, is of particu- were turned out latterly ata nine is bound to become an active in- 
sof lar importance. Since curbs on million annual clip. In view of the _ vestment consideration, just as at 
onl civilian output, where they seem new turn of events, we’ll never present the market shies away 
‘e’ likely as in the auto, appliance know now to what extent the auto from groups likely to be adversely 
t lt and building materials industries, market might have become some- affected by production or consu- 
the’ should be relatively moderate, no what “sticky” this fall; we do mer restraints. The important 
udé drastic earnings decline is indi- know that the appliance industry point to remember is that any 
rot cated. Moreover, there is always figured right along that the peak forseeable restraints will still 
tilé the possibility of compensating of their boom was pretty much _ leave enough civilian business to 
hat! defense orders. passed. Lower earnings in con- produce satisfactory operating 
Apart from that, investors have sumer durable goods fields were a _ results. Increased taxes of course 
; 0 been expecting lower earnings in valid expectation next year, if not will take their toll, but that ap- 
ent’ many lines right along. Few, if this. plies to all companies and indus- 
ou! any, have believed that the boom Apart from all this, curbs on _ tries alike, whether war, non-war 
in consumer durables could main- civilian out-put will again build or only partially committed for 
refi tain much longer the tempo of the up a backlog of demand for the defense. 


AUGUST 12, 1950 


541 











mR 








fs . Crown CorK & SEAL 
Sy - CoMPANy, INC. 


PREFERRED DIVIDEND 

The Board of Directors has this day declared 
the Regularly Quarterly Dividend of fifty cents 
($.50) per share on the $2.00 Cumulative Pre- 
ferred Stock of Crown Cork & Seal Pega 
Inc., payable September 15, 1950, to the stock- 
holders of record at the close of business 
August 22, 1950. 

The transfer books will not be closed. 


COMMON DIVIDEND 
The Board of Directors has this day declared 
a Dividend of twenty-five cents ($.25) per 
share on the Common Stock of Crown Cork & 
Seal Company, Inc., payable August 25, 1950, 
to the stockholders of record at the close of 
business August 8, 1950. 
The transfer books will not be closed. 
WALTER L. MCMANUS, Secretary. 


July 27, 1950. 














FIRTH CARPET 
COMPANY 


NEW YORK, N. Y. 
DIVIDEND NOTICE 


The Board of Directors has this day 
declared a regular quarterly dividend 
of $1.25 per share on the outstanding 
5% Cumulative Preferred Stock, pay- 
able Sept. 1, 1950, to stockholders of 
record Aug. 15, 1950. A quarterly divi- 
dend of twenty-five cents ($.25) per 
share has been declared on the Com- 
mon Stock, payable Sept. 1, 1950, to 
stockholders of record Aug. 15, 1950. 
The transfer books will not close. 

W. W. Harts, Jr. 
Treasurer 





July 26, 1950 














TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 75 cents per share and an additional 
dividend of 50 cents per share on the Com- 
pany’s capital stock, payable September 15, 
1950, to stockholders of record at the close 
of business August 25, 1950. 


E. F. VANDERSTUCKEN, JR., 
Assistant Secretary 

A TE RA a = 
C) GAN COMPANY. Inc. 
a CAN COMPANY, Inc. 
The third quarter interim dividend of 
forty cents (40¢) per share on the com- 
mon stock of this Company has been 
declared payable September 15, 1950, 
to stockholders of record at the close of 
business August 25, 1950. Books will 


not.close. 
LOREN R. DODSON, Treasurer. 

















ELECTRIC BOAT COMPANY 
445 Park Avenue 
New York 22, New York 


The Board of Directors has this day declared 
a divided of twenty-five cents per share on the 
Common Stock of the Company payable Septem- 
ber 8, 1950 to stockholders of record at the close 
of business August 18, 1950. 

Checks will be mailed by the Bankers Trust 
Company, 16 Wall Street, New York 15, N. Y., 


Transfer Agent. 
R. P. MEIKLEJOHN 
Treasurer 


July 27, 1950 
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The Revitalized Rail 
Equipments 





(Continued from page 523) 


20% of the original cost of the 
freight cars and are reimbursed 
from rentals. 

The favorable response where- 
with this constructive plan has 
met, has already been shown by 
signed contracts aggregating 
more than $100 million, involv- 
ing a number of railroads and 
nearly 20,000 freight cars: the 
Pennsylvania Railroad alone 
ordered 5000 box cars and 5000 
gondolas under the plan, the larg- 
est contract on record for a quar- 
ter of a century. Manufacture of 
the cars has reputedly been 
spread among about half a dozen 
of the leading firms in the indus- 
try, including Pullman-Standard. 

More recently the Prudential 
Insurance Company has come to 
the fore, in cooperation with 
General American Transporta- 
tion Company, with an offer to 
put up as much as $1 billion to 
provide the railroads with mod- 
ern freight equipment and eight 
large carriers have signed up 
under this plan. Prudential offi- 
cials point out their heavy hold- 
ings in railroad securities and 
their consequent desire to assure 
more profitable operations by the 
carriers, hence their willingness 
to make the large commitment 
mentioned. Under this plan, Gen- 
eral American would provide 
20% of the capital investment 
and Prudential the balance, while 
the railroads would sign rental 
contracts for a term of years, 
with a renewal privilege. 

The main significance of this 
offer rests in the character of 
equipment the roads are encour- 
aged to use. The box cars are to 
be of ultra-modern type, designed 
for high speed, freedom from 
damage and capable of long dis- 
tance hauls. Such qualities, com- 
bined with advantages of diesel 
locomotives as haulers, could 
greatly enhance the earnings po- 
tentials of the railroads and set 
new standards of operating effi- 
ciency. Under the Prudential 
offer, it should be possible for the 
railroads to acquire about 100,000 
of these new freight cars and, as 
said, some headway in this direc- 
tion has already been made. 

The main problem of the car 
builders is to utilize as much as 


possible of their traditional over. 
capacity, a goal only practical 
when operations are on an unusu- 
ally active scale. Their plant in- 
vestments are large and overhead 
expenses at all times heavy. There 
is a good chance that the Govern- 
ment may not only foster a sub- 
stantial increase in freight car 
output because of military re- 
quirements, but also allot some 
sizable orders for military equip- 
ment, such as tanks. In the last 
war, the car manufacturers pro- 
duced large numbers of tanks, 
and under current conditions, 
particularly in view of existing 
idle capacity, military orders are 
likely to become — substantial. 
While the profits on such business 
might be limited, the absorption 
of surplus capacity should help to 
maintain adequate margins on 
over-all production. 

Of the 88,000 tanks built dur- 
ing the last war, only about 8200 
remain in serviceable condition 


and few of these embody the lat- | 


est technological improvements. 
Hence the Army has earmarked 
$63 million for construction of 
new tanks in fiscal 1950-51, and 
procurement has already begun. 
The prospective expansion in 
military planning suggests that 
far larger sums will be spent for 
tanks than is now envisaged. 


Tank Orders Impending 


Officials of the leading car 
builders have already been con- 
ferring with Washington, with 
the probability that some sizable 
orders may result and that the 
industry will be granted priori- 
ties and sizable allocations of steel 
and other materials to keep the 
wheels humming. Excess manu- 
facturing capacity plus experi- 
ence is exactly what the Govern- 
ment is now seeking, and in this 
special field both are to be found. 

In the first half of 1950, the 
Class 1 railroads accepted de- 
livery of 1127 new locomotives, of 
which all but five are Diesel pow- 
ered. This was the largest num- 
ber of any kind placed in service 
since 1923, and as of July 1 an 
additional 1001 locomotives were 
on order. The carriers have es- 
tablished marked cost-savings by 
the use of Diesel engines for both 
switching and long distance haul- 
ing of freight and passenger 
trains. A number of railroads re- 
port that by use of Diesels, they 
have earned from 20% to 35% 
on their original cost, thus estab- 
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lishing the merit of such invest- 
ments. 

As the Equitable Life financing 
plan has been extended to the 
purchase of Diesel locomotives as 
well as to freight cars, the door 
has been opened wide for in- 
creased purchases of this equip- 
ment, especially since the Insur- 
ance Company will put up 90% 
of the purchase price and pay the 
locomotive builders the balance 
within five years. Additionally, 
several of the larger locomotive 
builders in World War II pro- 
duced large quantities of tanks 
and before long may again receive 
similar orders. 

But despite the encouraging 
uptrend in orders for Diesel loco- 
motives and benefits derived from 
mass production, the old estab- 
lished manufacturers in the field 
are operating on relatively thin 
margins, due to intense competi- 
tion both within and without the 
industry proper. General Motors’ 
Electro-Motive Division captured 
about 62% of all incoming orders 
in the four months through April, 
and Fairbanks-Morse has become 
a strong competitor. American 
Locomotive received 26% of total 
orders, but even on this fairly 
generous share reported that first 
quarter profits were somewhat 
lower than a year earlier. 

Near-completion of the pro- 
gram to install modern air brakes 
on all freight cars has left only 
about 13% of this equipment to 
be supplied, and some of the re- 
maining cars will be provided 
with brakes from obsolete freight 
cars. The outlook for the air 
brake manufacturers, according- 
ly, is less bright, and their earn- 
Ings in the first quarter of 1950 
showed a general downtrend. On 
the other hand, if greater produc- 
tion of freight cars develops, the 
few specialists in the air brake 
field will benefit correspondingly. 
Meanwhile, the diversified output 
of Some concerns, such as West- 
Inghouse Air Brake, should aid in 
stabilizing operations somewhat. 
The Union Switch and Signal sub- 
Sidiary of this latter concern 
should continue quite active in 
meeting demand for protective 
and labor-savings devices by the 
nation’s railroads. The same ap- 
Plies to the operations of General 
Railway Signal Co. 

For more than a year, the 
market action of railway equip- 
ment shares has reflected the pro- 
gressive evaporation of backlog 
orders and a downtrend in earn- 
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ings. In the current year a trend 
towards reduced dividends by 
several car manufacturers accen- 
tuated the unsatisfactory status 
of the industry. At this writing, 
however, shares in this group are 
recovering vigorously from their 
lows established during the recent 
“Korean break”, indicating that 
improved conditions in the indus- 
try are expected. 

With the exception of a few 
very strong concerns, whose fi- 
nancial position is likely to sus- 
tain dividends at current rates or 
whose operations are basically 
quite stable, most shares in this 
industry are above-average spec- 
ulative. Among the more attrac- 
tive issues, we might mention 
Westinghouse Air Brake, Gen- 
eral American Transportation, 
Union Tank Car and American 
Brake Shoe for the longer term 
pull. 





The Electrical Equipments 
—Looking To 1951 





(Continued from page 526) 


EPT, the Government has a good 
deal to gain by permitting pretax 
earnings to remain fairly liberal. 
On balance, however, net profit 
margins of electrical manufac- 
turers will undoubtedly contract; 
the final additional tax cut into 
annual earnings may exceed 10% 
on the average, and under EPT 
would reach a much higher per- 
centage. Even so, current high 
level earnings could stand such 
paring without unsettling divi- 
dends at present rates in many 
instances, and the tax burden will 
fall more lightly on many margi- 
nal concerns or on those with 
unusually high capital invest- 
ments. 

As 1950 progressed, it has be- 
come quite evident that the mar- 
ket potentials for electric ap- 
pliances in the current year were 
greatly underestimated early in 
the year, despite a few very opti- 
mistic estimates by leaders in the 
industry. The spectacular boom of 
television, of course, has occa- 
sioned little surprise, and it has 
only been expected that the big 
manufacturers of electrical items 
that include video in their over- 
all output have achieved excellent 
profits from this source. But con- 
sidering the vast amount of con- 
sumer income channelled into TV 
sets this year, it has proved amaz- 
ing that with purchases of refri- 
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UNitep States LINES 
COMPANY 


Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable Sep- 
tember 8, 1950 to holders of Common 
Stock of record August 25, 1950 who 
on that date hold regularly issued Com- 
mon Stock ($1.00 par) of this Company. 

CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 











Standard 


Rapiator Sanitary 
Now York CORPORATION Pittsburgh 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared 
payable September 1, 1950, to stock- 
holders of record at the close of busi- 
ness on August 24, 1950. 

A dividend of 25 cents per share on 
the Common Stock has been declared 
payable September 23, 1950, to stock- 
holders of record at the close of business 
on September 1, 1950. 

JOHN E. KING 
Treasurer 





— 








Atlas Corporation 


33 Pine Street, New York 5,N.Y. 





Dividend No. 35 
on Common Stock 





A regular quarterly dividend of 40¢ 
per share has been declared, payable 
September 23, 1950, to holders of 
record at the close of business on 
August 28, 1950 on the Common 
Stock of Atlas Corporation. 

Wa ttTER A. PETERSON, Treasurer 
July 31, 1950 
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gerators running at an annual 
rate of nearly 4 million and elec- 
tric ranges over 1 million units, 
the supply of these higher priced 
items at midyear was still short 
of demand. 

But aside from the more expen- 


sive appliances, including the 
foregoing, vacuum cleaners and 
washers, the record demand for 
smaller appliances such as elec- 
tric clocks, irons, toasters, fans 
and mixers has continued un- 
abated, with every indication that 
under normal conditions total con- 
sumption in 1950 might exceed 41 
million units. Despite the uncer- 
tainties of supply, it should be 
realized that the peak buying still 
remains ahead, with ordering for 
the holiday season already in full 
swing. It seems reasonable to con- 
clude, that the military emergency 
has created a seller’s market for 
the appliance manufacturers, and 
this may persist for some time to 
come. Until such time as raw 
materials become acutely scant, 
accordingly, the well situated con- 
cerns may progress more satis- 
factorily than present uncertain- 
ties might suggest in viewing the 
second half year. 


General Electric 


In support of this surmise, it is 
said that while General Electric 
Company’s sales of their ap- 
pliance division in the first half 
year were 20% above the related 
1949 period, the company foresees 
no recession in the third quarter 
and an increase in the final three 
months. All divisions contributed 
to the record sales and earnings 
of this broadly diversified concern 
in the first six months. Total vol- 
ume of $881 million was 10% 
higher than a year earlier, with 
net earnings of $77.4 million or 
$2.68 per share advancing by 
68%. Viewed from another angle, 
the company earned 8.7% on sales 
versus 5.8% in the same 1949 
span. 


This very satisfactory showing 
reflects numerous operating bene- 
fits attained by increased volume, 
modernized facilities, a smooth 
flow of raw materials and free- 
dom from major work interrup- 
tions. General Electric is partici- 
pating on a large scale in televi- 
sion activities, and its ability to 
capture a generous share of the 
current big market has been quite 
a factor in establishing record 
results. 

In every branch of the elec- 
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trical field, though, from produc- 
tion of the heaviest equipment 
now in strong demand by the uti- 
lities and industrial concerns to 
the smallest home appliance, the 
company is fully represented and 
is in the best financial and manu- 
facturing position in its long his- 
tory. General Electric’s enlarged 
capacity and broad experience 
will indubitably bring it substan- 
tially into the pattern of war pro- 
duction, but in near term months 
it seems doubtful if this would 
too severly affect its operations, 
unless full scale mobilization be- 
comes necessary. 

The present new problem of 
what inroads on appliance pro- 
duction military orders may make 
will depend not only on the size 
of orders but distribution as well. 
It is not generally recognized that 
for at least two years, large and 
small concerns alike have been 
perfecting plans for immediate 
conversion to meet a war emer- 
gency, and in view of experience 
in the last war it is probable that 
orders will be spread much more 
widely than then. In that case, 
the rather limited scope of orders 
to be filled under currently in- 
creased appropriations may only 
mildly disrupt the schedules of 
numerous firms. 

But granted that full mobiliza- 
tion of industry may be on the 
cards, a recent announcement by 
Westinghouse Electric Corpora- 
tion reveals that the company 
could overnight convert its 68 
plants when the signal is given. 
The Munitions Board has fully 
approved the company’s carefully 
formulated plans and it can be 
taken for granted that virtually 
all of the appliance makers have 
been similarly readied. Westing- 
house is already making a wide 
range of products for the Armed 
Forces and could quickly adapt its 
schedules to enlarge such output. 

In the first six months of 1950, 
Westinghouse was unable to make 
the most of a record demand for 
its products because of strikes 
and slow-downs during the second 
quarter. These interruptions lost 
133,800 man-days of work. In 
consequence, although first quar- 
ter sales and earnings were 
higher than the year before, those 
of the second quarter fell behind 
and six-month volume of $463.9 
million was slightly below the 
$468 million a year earlier. Net 
income of $1.86 per share in the 
first half year compared with 
$2.10 on about 1.1 million fewer 


shares outstanding a year ago. 
Now that a partial agreement has 
been reached with the labor 
unions, production at present is 
proceeding smoothly, hence there 
is a good chance that earnings 
will recover substantially in the 
remainder of 1950. 

Sylvania Electric Products ex- 
perienced a significant 23% rise 


in volume in the first half year, | 
reporting sales of $61 million com- | 
pared with $49.6 million the year | 


before, the major portion of the 
gain attributable to the soaring 
demand for television sets and 
tubes. Most of the other divisions, 
though, contributed to the up- 
trend in sales. For six months 


ended June 30, net earnings of | 
$1.41 rose about 55% over the | 


first half of 1949. Sylvania re- 
ports that since the Korean war 
started, incoming orders have sub- 
stantially increased, despite a 
normal summer lag that was ex- 
pected, and that its entire TV set 
started, income orders have sub- 
production is sold out for the 
third quarter. 

The company’s distributors es- 
timate that their requirements for 
the remainder of 1950 will exceed 
production capacity. Sylvania 
fluorescent and incandescent lamp 
sales are holding up extremely 
well, as is also true of photoflash 
bulbs. It has been stated that 
Government buying of electronic 
products in coming months will 
undoubtedly take up any unused 
capacity of the company, as well 
as throughout the industry. 


Sunbeam Corporation 


Among manufacturers of 
smaller home appliances, Sun- 
beam Corporation started the cur- 
rent year encouragingly with an 
increase of 22% in volume in the 
first quarter and a rise of 49% 
in net earnings to $2.21 per share. 
While as yet no report for the 
second quarter has appeared, the 
strongly entrenched trade _posi- 
tion of this concern and its ag- 
gressive sales policies leave little 
doubt as to continued good prog- 
ress. Sunbeam earnings for full 
1950 will probably exceed the 
$8.12 per share in 1949. 

Black & Decker, dominant pro- 
ducer of electrically operated 
hand tools, will likely report rec- 
ord high earnings in its fiscal year 
ending September 30, 1950. In the 
first nine months of this period 
net per share of $4.31 topped the 
$4.18 reported for all of fiscal 
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1949. Both in industrial activities 
and in numerous homes, the com- 
pany’s powered tools have become 
increasingly useful, hence the 
growth of Black & Decker in post- 
war has been unusually well sus- 
tained. 

Not all of the electrical ap- 
pliance manufacturers have made 
such satisfactory progress as 
those we have cited. Producers of 
vacuum cleaners, small motors 
and several other items have re- 
covered somewhat from last 
year’s recessionary setback, but 
in more than one case heavy com- 
petition and rising costs has 
rather severely restricted earn- 
ing capacity. 

Shares in the electrical group 
advanced quite sharply in the 
early spring market rise, but in 
many instances have receded with 
equal vigor during the recent 
general market break. As we have 
pointed out, the industry as a 
whole should prosper in coming 
months, but careful selection will 
be needed in choosing or retaining 
shares in this division. Producers 
of heavy electrical equipment, 
like Westinghouse or General 
Electric, or others with marked 
experience in electronics, seem 
especially favored to give a good 
account of themselves under the 
uncertain conditions now coloring 
the horizon. 
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included cash and U. S. Treasury 
notes of $22,801,343. Total cur- 
rent liabilities were $14,501,027, 
leaving net current assets of 
$44,141,653. This indicates a 
strong financial position. 

For the fiscal year ended De- 

cember 31, 1949, gross sales and 
operating revenues were $126,- 
160,335. Net income was $9,951,- 
960, equal to $3.60 per common 
share. This compares with 1948 
fiscal gross sales and operating 
revenues of $134,194,327. Net in- 
come was $10,947,062, equal to 
$3.99 per common share. 
_ Dividends on the common stock 
In 1949 totaled $2.60 per share 
and $1.00 per share has been paid 
thus far in the current year. 

Company is one of the leading 
producers of explosives which are 
used chiefly in coal and metal min- 
Ing, quarrying, railroad, highway 
and construction work, etc. Also 
produces rifle, shotgun and pistol 
powders. 
AUGUST 
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Company’s chemical products 
are used as basic materials in 
many important industries such 
as varnishes, lacquers, mining, 
paper, plastics, rayon, rubber and 
insecticides. The company has a 
long experience in the broad fields 
of cellulose, terpenes and resins, 
as well as explosives. 

Hercules has embarked on 
a large expansion program in the 
postwar period. Construction ex- 
penditures totaled $7,407,000 in 
1949 and 1950 expenditures are 
expected to be somewhat higher. 
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since demand would trend up- 
ward; and its position would be 
good under an excess profits tax 
with a 1946-1949 base, since 
earnings for that period were well 
in excess, on an average, of what 
they are now. Net for the fiscal 
year ending August 31 may be 
15% to 20% above the prior 
year’s $6.73 a share. A five-for- 
four stock split is pending. Divi- 
dends on the increased shares 
probably will continue at the 
present $2 annual rate. Given 
global war, production would 
halt; for all alcohol would be 
needed for military uses. How- 
ever, liquor sales out of inven- 
tories would yield good profits, 
even though watered down mate- 
rially by taxes, for several years. 
The stock recently made a new 
high since 1947 at 3814. In 1946 
it sold at 100. 





Korea—Its Impact on 
Foreign Trade 
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difficult nut to crack since it re- 
quires doubling or even trebling 
of the current rate of exports. 
The sterling area countries 
other than Great Britain, being 
important producers of rubber, 
wool, tin, copper, lead, cocoa, bur- 
lap, mica, and a number of other 
essential commodities, are likely 
to rank second as the beneficiaries 
of increased dollar spending. This 
means further substantial addi- 
tions to the sterling area’s pool 
of gold and dollars which has al- 
ready risen by about $1 billion 
during the nine months since the 
September devaluations. At the 
same time, Britain’s dollar gap 
would be reduced as the market 


for British cars, machinery, tex- 
tiles, and chemicals improves. 
Latin America, too, should bene- 
fit by our increased purchases 
and high prices of such commodi- 
ties as copper, lead, coffee, tin, 
and cocoa. The free market quo- 
tations of some of the Latin 
American currencies have hard- 
ened, and at least in one country, 
Mexico, rumors are that the cur- 
rency may be appreciated. The 
fear of controls and higher taxes 
in the United States may also 
have resulted in some repatria- 
tion of Latin American capital. 
Since the “dollar shortage’, or 
to put it another way, the un- 
balance in America’s international 
payments with the rest of the 
world, has been the principal ob- 
stacle to the restoration of con- 
vertibility of Western European 
currencies, the elimination of the 
dollar gap and the accumulation 
of substantial gold and dollar re- 
serves on the part of foreign 
countries may result in bringing 
nearer the convertibility of cur- 
rencies in the most important non- 
communist countries when the 
present emergency is over. To 
repulse the communist attack in 
Korea and to avert the spread of 
the conflict will be hard on the 
taxpayers in all the non-commu- 
nist countries. The astonishing 
progress made in the economic 
recovery of Europe may be re- 
tarded and even set back by the 
reappearance of inflationary 
forces. But against these nega- 
tive effects, one great positive 
development may emerge: all the 
non-communist countries of the 
Western World may be thrown 
closer together economically and 
eventually a freer flow of trade 
among them should result. 





Looking Ahead Into the 
Third and Fourth Quarters 
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be kept busy with capacity oper- 
ations for several years to come, 
and its recent experience indi- 
cates ability to earn a fair re- 
turn on large orders that permit 
mass production. In the 1943-45 
period of the late war, Boeing 
earned an average of about $5 
per share, despite burdensome 
EPT and other taxes, and after 
allowing for new tax rates on the 
horizon, it seems possible that 
the company may do considerably 
better than in the last war emer- 
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Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation held today, 
July 20, 1950, a dividend of fitty 


cents (50¢) per share was de- 
clared on the Common Stock of 
the Corporation, payable Septem- 
ber 30, 1950, to Common stock- 
holders of record at the close of 


business on September 1, 1950. 

The Board also declared a dividend of one 

dollar twelve and one-half cents ($1.1214¢) per 

share on the $4.50 Cumulative Preferred Stock 

of the Corporation, payable September 15, 1950, 

to Preferred stockholders of record at the close 
of business on September 1, 1950. 


S. A. McCASKEY, Jr. 
Secretary 











gency. With streamlined opera- 
tions, an assured supply of raw 
materials and hundreds of sub- 
contractors prepared to furnish 
parts, Boeing’s earnings poten- 
tials are quite encouraging. 

Margins of General Foods Cor- 
poration in the second quarter 
were narrowed by advancing 
costs of basic commodities, so 
that while net sales of $124.6 mil- 
lion held steady at about the 
March quarter level, net earnings 
of $1.01 per share were lower 
than the $1.45 for the preceding 
period. Net profit margins shrank 
to 4.7% from 6.6%. Because of 
the sharp spurt in prices for 
processed foods, induced by hoar- 
ders, in recent weeks, it seems 
likely that sales and earnings in 
the third quarter may favorably 
reflect this factor, although by 
the time the fourth quarter gets 
under way, a possible roll-back of 
prices could reverse the uptrend. 
Due to the quality and character 
of General Food’s products, it 
would be logical to assume that 
the company will receive an in- 
creasing amount of Government 
orders on which profits should be 
fair, if not quite equal to those 
on civilian business. Now that 
high employment and national in- 
come will continue unimpaired in 
the medium term, the outlook for 
substantial sales by General Foods 
is bright, and heavier taxes would 
not probably force any change in 
the 50 cents quarterly dividends, 
although payments of extras 
might be lessened. 

Record output of new automo- 
biles and the increasing number 
of vehicles on the highways 
proved beneficial to the leading 
rubber manufacturers in the sec- 
ond quarter. Volume of U. S. 
Rubber Company, for example, 
rose smartly to $160.9 million 
versus $130.3 million in the first 
three months of 1950. Net earn- 
ings of $2.06 per share after pre- 
ferred dividends in the June 
quarter were not far below the 
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$2.30 earned in the entire first six 
months of 1949, and accounted for 
a substantial portion of $3.55 a 
share earned in the first half of 
1950. The showing this year 
seems especially encouraging in 
view of mounting costs for nat- 
ural rubber and inadequate sup- 
plies of the synthetic material. 
Now that Washington has in- 
creased the allowable production 
of synthetic rubber to some 630,- 
000 tons, and ‘U. S. Rubber will 
operate some of the soon to be 
reopened Government plants, the 
company’s progress will become 
better assured. Beyond question, 
U. S. Rubber will receive some 
substantial orders for military 
equipment, while present civilian 
and industrial demand _ should 
continue at high levels. In com- 
mon with other leading firms in 
the rubber group, this concern 
has recently lifted tire prices to 
offset increased costs, and ac- 
cordingly may improve its quite 
narrow net profit margin of 3% 
established in the June quarter. 
To judge from satisfactory earn- 
ings during the late war, it ap- 
pears probable that U. S. Rubber 
may not be very vulnerable to 
prospective EPT, although when 
combined with higher income 
taxes, earnings may recede some- 
what. 

A general uptrend in the earn- 
ings of the large oil companies 
was noticeable in the second quar- 
ter, aided by firm prices and a 
rising demand for the industry’s 
numerous petroleum products. In- 
creased production allowables also 
proved beneficial. Shell Oil Com- 
pany, for one, reported volume of 
$422.4 million for six months, up 
about $25 million compared with 
a year earlier, while net earnings 
of $2.93 per share rose almost 
correspondingly from $2.79. 
Shell’s greatly expanded crude oil 
reserves and refining capacity 
place the company in an excellent 
position to cope with the expected 
receipt of heavy military orders 
for high octane gasoline and a 
continued large demand for petro- 
leum products from private 
sources. In common with most 
units in the oil industry, Shell’s 
vast capital investments should 
alleviate the impact of increased 
taxes, including EPT and income 
taxes. 


From our limited discussion of 
a few companies in major indus- 
tries, it may seem fairly clear 
that earnings of the majority 
could hold or even extend earn- 
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ings gains achieved in the first 
half year well through the third 
and fourth quarters. In most cases, 
furthermore, widely spread Gov- 
ernment orders should not inter- 
fere unduly with civilian produc- 
tion and may prove moderately 
beneficial in the near term stage 
of the defense program. Earnings, 
though, would be substantially re- 
duced if taxes are made retro- 
active for 1950, and their weight 
in any event must be allowed for 
in appraising fourth quarter 
earnings, while EPT before very 
long is sure to restrict corporate 
profits. 





How Soon Will Building 
Boom Come fo a Halt? 
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rates have hampered shipments 
over great distances and have en- 
couraged small independents. Al- 
though quality is important in 
paints, it may be observed that 
here too there is no secret in 
manufacture and competition is 
usually keen. 

Under normal conditions, there- 
fore, even branded products in 
roofing, sidings, plumbing and 
other important supplies are sub- 
ject to adverse effects of price- 
cutting. Thus profit margins are 
subject to considerable fluctua- 
tion. Large manufacturers are 
under moral obligation to “hold 
the price line” in emergencies 
such as currently experienced, 
while marginal producers not so 
closely watched are able to take 
advantage of premiums offered by 
individuals anxious to build up 
inventories. 

Industrial construction, which 
has been declining since the post- 
war peak in 1947, should feel the 
stimulating effect of enlarged 
armament orders. Aircraft plants, 
to be specific, should prove a 
source for fairly substantial new 
business in coming months. Manu- 
facturers of valves, heating and 
air conditioning equipment as 
well as cement and lumber com- 
panies stand to benefit from a re- 
versal in the downtrend in this 
category. 

Judged by midyear reports, 
some of which are available for 
inclusion in the accompanying 
page of relevant data, sales in al- 
most all sections show indications 
of running comfortably ahead of 
last year. Inventories in hands of 
manufacturers are likely to be re- 
duced as supplies move _ into 
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Adjust Your Investment Program 


—To Meet the Realities of a Mobilized Economy Market 


UBSTANTIAL changes may be advisable in your security 
S holdings—your investment policy—as individual com- 
panies are affected by allocations, controls, increased 
taxes, military orders, price adjustments. Now is the time 
to turn to The Investment and Business Forecast for 
specific advice on your stocks—which to hold—which to 
discard—and for a sound investment program fitted to 
today’s conditions. 

1. When to Buy and When to Sell 

Our weekly market forecast . . . with chart of daily 
action .. . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 





Sound selection and timing key- 





given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs . . 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 


as prices declined. 


ments. Then... 


2. Definite Advices on Intrin- a 








Forecast Subscribers in Sound 
Position on Market Break 


Anticipating an intermediate correction . . 

for the past three months, we have limited 
our recommendations to subscribers to main- 
tain only a one-third invested position. On the 
recent reaction, they were highly liquid with 
available capital growing in purchasing power 


As a Forecast subscriber . 
thoroughly into your personal investment 
situation and suggest any advisable adjust- 


we would have you take advantage of 
greatly undervalued stocks for income and 


note FORECAST SERVICE. 


4. Continuous Consultation 


You are welcome to consult us 
.. . by mail or by wire ... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 


- + we would go basis. We will advise you what 


to hold .. . switch .. . or close 
as prospects clarify .. . out. 
A Plus Service . . . These con- 





sultation privileges alone can be 











sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Strategic position in a Mobilized 
Economy; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in potential leaders . . . in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s outlook, 
as we build a strong military arm backed by organized 
industry. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially in coming decisive market 
phases. At this time, you also have the advantage of our 
Special Offer of Free Service to September 12. Mail the 
coupon below today. 








Mal Coupon 


FREE SERVICE TO SEPTEMBER 12, 1950 








Joday ! 
Special Offer 

MONTHS’ 
SERVICE $60 

MONTHS’ 
l SERVICE $100 
Complete service will start at 
once but date from September 12. 


Subscriptions to The Forecast 
are deductible for tax purposes. 


$8.00 one year. 


Name.................. 


AUGUST 12, 1950 


| 

| 

| 

| 

| 

| 

| Air Mail: (1 $1.00 six months; [J $2.00 
| one year in U. S. and Canada. 

| Special Delivery: [—) $4.00 six months; 
| 

| 

| 

| 

| 
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ORINEREE oe oceesrciees 


Your subscription shall not be assigned at 
any time without your consent. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [] $60 for 6 months’ subscription; [] $100 for a year’s subscription. 
(Service to start at once but date from September 12, 1950) 


SPECIAL MAIL SERVICE ON BULLETINS | 
0 Telegraph me collect in anticipation of | 
important market turning points...when | 
to buy and when to sell...when to ex- 
pand or contract my position. | 


. 








hands of consumers and distribu- 
tors. Profit margins generally 
should prove satisfactory. 

Forecasts of potential net profit 
for 1950 must be withheld, how- 
ever, until new tax legislation 
takes shape. Features of the mea- 
sure awaiting Congressional ac- 
tion will have the final determin- 
ing effect on results for this year. 
For the longer term, the question 
of whether we are to have an ex- 
cess profits levy must be taken 
into consideration. Generaliza- 
tions in appraising stocks in this 
industry on basis of tax vulnera- 
bility are of little value. 

Dividend policies may be in- 
fluenced also by the terms of tax 
legislation now under considera- 
tion. Unless a rate increase great- 
er than now suggested is adopted, 
chances would appear promising 
for maintenance of current dis- 
tributions in most instances—as- 
suming, of course, that increased 
taxes are not made retroactive. 
Fairly generous yields are avail- 
able on good quality stocks in this 
group, as may be observed in the 
tabulation. This is a feature that 
offers the thought that the Korean 
reaction may have gone far to- 
ward discounting unfavorable as- 
pects of a war economy on the 
building supply industry. 





As I See It! 





(Continued from page 501) 
is a question we can well ask 
under the circumstances. 

The method Russia is using 
clearly indicates that she intends 
to turn the Asiatic Communists in 
our direction. As a prerequisite 
she needs victory in Korea and is 
ready to move heaven and earth 
to get it. 

And now shortly, we will know 
the story in Korea. If we succeed, 
the Russians will certainly be 
obliged to make changes in their 
plans, and World War III might 
be avoided or, at the very least, 
we could secure the time neces- 
sary to fully rearm. 

Having exposed our weakness 
to Stalin, we can only hope that 
Russia does not feel secure enough 
to risk attack by the United States 
on her home ground. Let us not 
forget that Alaska is only fifteen 
miles across the Bering Strait 
from Soviet territory — that the 
Russians have a nearby source 
of supply in Manchuria and com- 
mand the enormous manpower of 
communist China. Certainly the 
Politburo is weighing the advan- 
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tages of taking us on now, against 
waiting for the time when we are 
prepared to meet them on equal or 
better terms. We must consider 
this possibility as a basis for an all- 
out program even though some 
may think that Russia is not yet 
ready to throw down the gauntlet 
to us openly. For it would be a 
pure guess on our part to say that 
the Kremlin is more likely to con- 
tinue to use satellite armies to 
over-run one country after an- 
other, in various parts of the 
world,—than attack us directly. 

It is always best to take the 
worst into consideration in making 
any plans. Then, you can’t lose! 

And, that is what I believe we 
should be doing today instead of 
continuing to guess and wonder 
what Russian leaders are likely to 
do next. 

All-out preparedness now will 
give us the means and the flexi- 
bility to meet whatever comes—and 
to surely win. 





The Trend of Events 
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to be in 1955 or 1960? Will a 
rise in general prices depress its 
real value to 50 cents, or even to 
40 cents? 

No one, of course, can accurately 
forecast at this early date in view 
of all the uncertainties as to war 
developments. It must be granted 
that the current price trend is 
strongly upward, and that the out- 
look appears ominus both as to 
world peace and U.S. Government 
finances. Already, however, Presi- 
dent Truman and Congress are 
carrying forward comprehensive 
programs to restrain inflation by a 
variety of limited measures, to be 


* followed by more rigid controls if 


necessary. 

If it seems reasonable to suppose 
that serious inflation really is com- 
ing, the careful investor must give 
immediate thought as to what 
shifts may become necessary. 

Among the many different in- 
vestment media available as a 
hedge against inflation, the gen- 
eral principle is clear that a sub- 
stantial portion of the funds 
should be in so-called “equities.” 
Common stocks of old-established 
and well-managed companies are 
one of the most favored. Such 
stocks must be carefully selected 
on the. basis of prospects to main- 
tain their positions during infla- 
tion, as discussed in a series of 
articles now running in this maga- 
zine on the outlook for major in- 


dustries and individual companies. 

In contrast with equities are 
fixed investments in cash or its 
equivalent, the real value of which 
shrinks as the value of money de- 
clines. These include, in addition 
to currency on hand and on deposit 
in banks, all holdings of fixed in- 
come bonds, notes, and mortgages. 
Although less desirable, a con- 
servative investor usually keeps a 
portion of his funds in such form 
in order to have a cash reserve and 
to be fortified against unexpeeted 
eventualities, such as a sudden 
break in the inflation movement. 





New Investment 
Cross Currents 
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But the 269 compares with 299 
last September, which is season- 
ally more active than July; but 
in which there was nothing in 
the newspapers about a buying 
“rush”. And the 269 compares 
with 339 last November and 481 
last December, when there was a 
buying rush—the usual seasonal, 
holiday rush—under way. 

There has been a lessening of 
some acute fears; but real clarifi- 








cation of very little. We do not | 


know what Russia’s next signifi- | 


cant move may be, or where or | 


when. It might bring new fear of 
possible global war. We cannot 
foresee the final impact of the 
defense effort on the civilian econ- 
omy, although it will be moderate 
for the next year or more, again 
barring global war. We cannot 
foresee what the tax terms will 
be. It is probably a good guess 
that the higher taxes will not suf- 
fice to balance the budget, but the 
scope of the possible money-sup- 
ply inflation from deficit financing 
is for the time being quite con- 
jectural; and so is the matter of 
commodity-price inflation, direct 
price controls, etc. 

There is no proper basis for an 
“all-out” policy in terms of com- 
mon stocks versus cash; or of 
“‘war babies’? versus ‘‘peace 
stocks’, since differentials in re- 
spective market prices have al- 
ready gone far. Our policy re- 
mains middle-road. We look for a 
trading-range market, at best, 
until major uncertainties, espe- 
cially taxes, begin to clarify in 


detail. Maintain reasonably con- — 
servative cash reserves for future 


buying opportunities. 
—Monday, August 7. 
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Don’t Follow A 


“DO NOTHING” 
POLICY 


—under progressive mobilization 





A Special Invitation to 
responsible investors 
with $30,000 or more in 


investment funds. 
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7. foresighted investor, who seeks to safeguard his capital and keep 
it working productively, can afford to disregard the immediate effects 
and longer term implications of our changeover from a peacetime to a 
mobilized economy. 


Allocation and controls, higher taxes, increased armament orders, credit 
curbs, price changes . . . may have important repercussions on your 
securities. Action to strengthen our military arm backed by organized 
industry may make extensive revisions in your portfolio advisable. 


Many uncertain investors merely hold their positions unchanged and hope 
for the best — but a “do nothing” policy can be most costly in the highly 
selective market ahead. If your capital is important to you now is the time 
to take intelligent action. 


As a first step toward placing and keeping your account on a sound basis, 
we invite you to submit a list of your holdings to us for a confidential, pre- 
liminary analysis — if your investment funds are worth $30,000 or more. 


Without obligation our staff will prepare a report pointing out your least 
attractive holdings and tell you why to sell them. Valuable comments will 
be offered on your diversification, income and prospects for capital appre- 
ciation. You will be told how our counsel could help you and an exact 
annual fee will be quoted. 


Merely send us a full list of your securities, giving the size of your com- 
mitments, your buying prices and your objectives. All information will 
be held in strict confidence. 


Investment Management Service 


Backed by 42 Years of Successful Service to Investors 


NINETY BROAD STREET NEW YORK 4, NEW YORK 

















Miss Cathy Andrasik, West Hartford, Connecticut 


eat our Youngest bass / 


Little Cathy Andrasik was only a month old when her 
great-great uncle, Daniel Purcell, presented her with 
five shares of Packard stock. 

Cathy thus became part-owner of one of the most 
typical of all American business concerns. And 
Packard acquired some new responsibilities . . . 


It’s up to us now to demonstrate to Cathy—as a 
representative of the Younger Generation—that the 





Growth of the 
Packard shareholder 
family 
1950 


114,287 
Shareholders 


1899 


5 Shareholders 


Packard in 1899 was owned by five people. & s 





Today it is owned by 114,287—with no 
single beneficial holding exceeding 2% of the 15,000,000 
shares. Average holding: 130 shares per stockholder. 








American system of business is good for the people 
who own it... the people who work in it. . . and 
the people to whom it sells. We have a responsibility 
to all three groups, and we don’t play favorites. 
Cathy, of course, doesn’t read her mail. But we 
send her all the official reports, just the same; and 
eventually she'll understand the importance of : 


1—The finest, most advanced product quality in our 
51 historic years. 


2—A strong independent Company, with no bank 
loans, and no preferred stock or bonds outstanding. 


3—An experienced management group, with progres- 
sive attitudes toward new model planning. dealer 
development, labor-management relations—and all 
the other important phases of our business. 


As Cathy grows older, and becomes aware of all 
these things, she’ll understand that Packard is follow- 
ing the course that’s best for her future as an investor 
—a course that’s fair to investor, employee, and 
customer alike. 


PACKARD 


ASK THE MAN WHO OWNS ONE 





